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THL B. 1NKER 


A Banker’s Diary 
Mid-July—Mid-August 


WHILE money remains very easy, it has perhaps been 





a little less plentiful during recent weeks. Holiday 
" demands for currency have slightly reduced 
he the resources of the banks, while the 

Money 


Market Continued expansion in the total of Treasury 
bill issues by tender must also have added 

to the demand for funds. The clearing banks are also 
leaving the market to hold new Treasury bills during the 
first few weeks of their issue, for they are not tendering 
for bills or buying Treasury bills with more than about 
ten weeks to run. This policy he 2% the discount market 
to perform its proper functions of supplying the banks 
with bills, but it means that bill-brokers have to borrow 
more from the banks. As evidence of the depletion of 
the banks’ resources, recent Bank returns show. that 
bankers’ deposits at the Bank fell from an average of 
over £100 millions for most of July to about {80 millions 
for early August. Simultaneously the total quantity of 
tender Treasury bills outstanding has risen from [485 


millions on June 29 to £515 millions for August 17. Thus 
itis easy tosee why there has been a fair demand for loans. 


Ihe banks’ short-loan rate remains at $ per cent. for 


loans against clietble bills, and the banks have also been 


buyers of Treasury bills at >} per cent. The tender rate 
fell to 10s g:77d. per cent. at the end of July, but has 
since recovered to IIs 1: 93d. per cent. There has been 


practically no business in old) Treasury bills, which 
have been nominally ,°, per cent., but the market has 
secured a small turn between the tender rate and the $ 
per cent. at which, after three weeks, they can re-sell 
to the banks. Three months’ bank bills have been 


9 5 
L6 Ss 


quoted at per cent. 


Ox August 7 the note circulation reached the record size 
of 4411-8 millions. While thisexpansion was partly due 
ie ; to the holiday demand for currency accen- 
Ps - of€ tuated by the fine weather which prevailed 
‘Areulatien over the August bank holiday week-end, 
the note circulation has been steadily rising during the 
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whole of the current year. This has given rise to the 
suggestion that there may be some foreign hoarding of 
British currency, but there is no evidence in support of 
this view. On the contrary, the increase in clearing bank 
deposits means that the banks are having to hold more 
notes in their tills, while the general improvement in 
trade, and more particularly the upward trend of employ- 
ment and retail trade must have increased the demand for 
currency. If the increase in the note circulation is 
compared with the general trade and employment curves, 
it becomes clear that there is no need to seek for any 
further explanation beyond the revival in trade and 
spending. Hence the present size of the note circulation 
is evidence of greater prosperity and not of hoarding. 


At the end of July political opposition to Dr. Colijn, 
the Dutch Prime Minister, reached the point which 
' forced his resignation, the main point at 
a he issue being his proposals for further 
Me el economies and the reduction of interest 
rates. These sudden developments caused 
a serious weakening of the guilder, for although the 
Dutch authorities had previously introduced certain 
obstacles in the way of speculation, these could not be 
made fuliy effective without obstructing trade. Also 
there was a genuine exodus of funds from Holland. The 
Dutch authorities adopted the orthodox measures of 
defence, for the Netherlands Bank’s rediscount rate 
was quickly raised from 3 to 6 per cent. Nevertheless, 
the Bank lost Fl. 130 millions of gold, and for a few days 
three months’ guilders were quoted in London at over 
40 cents discount. After a short interval Dr. Colijn 
returned to power, and the position rapidly improved. 
The Dutch Bank rate was reduced to 5 per cent., and the 
Netherlands Bank regained a little of its lost gold. Even 
so the gold bloc currencies generally remained on the 
weak side, and the British Control has been a fairly 
frequent buyer of francs. In the middle of August the 
dollar began to depreciate against sterling. The most 
likely explanation is that a further collapse of London 
silver prices was at that time threatened, and American 
authorities had to make heavy purchases. Even so the 
price has fallen to 293d. per ounce against 30,%;d. at the 
P 
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end of July. This created an unexpected demand for 
sterling against dollars, and the spot rate rose to $4-98. 
Meanwhile the high price of silver is creating difficulties 
in Hong Kong, where the exchange fell to 1d. below the 
export parity. This faced the local banks with the alter- 
native of a further drain of silver or with the depreciation 
of the Hong Kong dollar. 











THE July averages of the ten clearing banks record a 
further increase in deposits from £2,003°5 millions in 







The June to {2,019°3 millions in July. The 
July latest figure constitutes a new high record. 
Clearing Cash has risen from {216-6 to {219-4 
Bank millions, and the ratio of cash to deposits 






Returns has increased from 10-8 to 10-9 per cent. 
Among the banks’ earning assets, discounts have risen 
sharply from {243-9 to £273:7 millions. The banks 
bought bills more freely in July than in June, while 
during most of June and July the supply of Treasury 
bills issued by tender was increasing at the rate of {5 
millions a week. Investments fell from £624-2 to {615-2 
millions, but call and short loans only moved from 
£216-7 to {219-4 millions, and advances from {775-4 to 
£774:7 millions. Compared with July, 1934, deposits 
have risen from £1,870-8 to {£2,019°3 millions, and cash 
from {210-3 tof219-4millions. Call and short loans have 
increased from {137°8 to {145-2 millions, discounts 
from {224-4 to {273-7 millions, investments from {550-0 
to {615-2 millions, and advances from £758-7 to £774°7 
millions. The main increases are in discounts and invest- 
ments. The ratio of cash to deposits has fallen from 

2 to 10-9 per cent., so that the banks are employing 
a slightly greater proportion of their resources. 






















THE July trade returns record a welcome recovery | 
after the slight set-back of the previous month. Both 
total imports and British exports are 


O July greater than those either of June or of 
wa July, 1934. Raw material imports amounted 
to {17-0 millions, compared with {15-7 } 


millions in June and with £16-6 millions in July last 
year. Exports of British manufactured goods were valued 
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at {28-4 millions, against {25-5 millions in June and 
{26-0 millions in July last year. 


July, 1934 June, 1935 July, 1935 


£ mill. { mill. £ mill. 
Imports baa ae si 58-3 57°8 61°8 
Exports +00 ae eae 33°2 32°9 30°4 
Re-exports... aes Ee 4°I 5:2 4°3 
Total exports Se as 37°3 8+] 40°4 


For the first seven months of this year imports were 
valued at {420-5 millions, against {419-9 millions in 1934. 
Raw material imports were {119-8 millions in 1935 and 
{125-1 millions in 1934. The declines are mostly in 
timber, cotton and wool. British exports were {242-9 
millions for the first seven months of this year, against 
{223-0 millions in 1934. Those of manufactured goods 
were {189-0 millions, against {171-9 millions in 1934. 
The improvement is very general, but is most noticeable 
in the case of iron and steel, machinery and vehicles. 
Re-exports have fallen from £33-1 millions for the first 
seven months of 1934 to {29-5 millions for this year 
to date. 





The Case for A Defence Loan 
By W. W. Paine 


T did not need the Peace Ballot to show that we all 
| recognise that the greatest need of the world, and of 

this country in particular, is Peace, but there are 
many of us who do not yet realise that, until other 
Nations return to sanity and are convinced that any great 
war in the future must be disastrous alike to victors and 
vanquished and to European civilisation, the surest, and 
indeed the only, guarantee of a lasting peace is a Great 
Britain so strong both at sea and in the air that her 
influence in its favour will be decisive. 

Since the war we have continued to set an example 
in disarmament, in the hope, which for years past has 
been proved vain, that other Nations would follow that 
example, and in so persisting we have allowed ourselves 
to drift into a position which is not only a grave danger 
to ourselves but has fatally weakened our influence in 

PZ 
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the Councils of Seat With the practical breakdown 
of the disarmament clauses of the Peace of Versailles, 
and other Nations armed or arming to the teeth, it is 
surely the first duty of statesmanship to ensure, as far 
as is humanly possible, that our citizens shall be able to 
follow their avocations and their international trade, 
without which not more than one half of us can live, in 
safety and security from attack and from foreign 
domination. It hardly needs argument to show that these 
conditions can only be fulfilled by a large expansion of 
our Air Force, and by a complete reconstruction of our 
Fleet during the next few years. 

Memories are short, and already many of us are prone 
to forget that in the Great War, with all the preparation 
that had been made by those who foresaw its inevitable- 
ness, and with a command of the sea incomparably 
greater than we possess to-day, we came within an ace of 
losing our freedom, and of ourselves and our children 
passing the rest of their lives under the military 
domination of Germany. 

For all who value democracy and British institutions 
it is surely their first duty to make the necessary sacrifice 
to ensure that that shall not happen again, but it is my 
purpose to show that this can be accomplished with but 
very little sacrifice and, indeed, with great benefit to our 
industrial position and relief to that section of our people 
who are so grievously harassed by unemploy ment. 

It is the basis of the ‘‘ New Deal” proposed by 
Mr. Lloyd George and his friends, and of proposals by 
the late Sir Basil Blackett and others, that unemploy- 
ment can only be met and adequately dealt with by the 
expansionist expedient of issuing a loan or loans of (say) 
250 million pounds, the proceeds of which are to be applied 
in creating employment on works of a public character. 
[ accept the view that it is impossible to cope with the 
problem out of current taxation without the gravest 
injury to trade and employment, and that to remove this 
sore, which is eating into the morale and heart of a 
considerable section of our workpeople and is thereby 
weakening the whole Nation, not even a financial purist 
need seriously cavil at having resort to a loan for this 
purpose. But it is essential that the proceeds of that loan 
shall be applied in the manner which will give the greatest 
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stimulus to trade and the greatest measure of relief to 
the depressed areas. 

I shall be told, of course, that all expenditure upon 
armaments is wasteful and unreproductive, because, 
apart from the employment which it will give during 
construction, it leaves no reproductive asset when con- 
struction is completed. In a strictly pecuniary sense 
this no doubt is true, but in a wider economic sense it is 
far too narrow a view to take. Expenditure may be 
reproductive in more ways than one. Expenditure upon 
housing and sanitation for example, or upon roads, may 
not yield any direct pecuniary return, but may still be 
reproductive economically in the sense that it adds to 
the health or the facilities of communication of the Nation. 
So expenditure upon armaments, not for aggressive 
purposes but purely for defence, may be truly reproduc- 
tive in the safety and security which it gives to our people 
and in the avoidance of the risk of war. Would anyone 
contend that the insurance of his house and goods against 
fire, or of ships or goods in transit by sea against marine 
risks, is unreproductive expenditure, even although a 
claim under it may never arise? The asset which it 
creates is the security against loss, and that is precisely 
the case with defensive armaments in the present 
condition of the world, for there can be no greater asset 
to any nation than the security of its people from the 
ravages of war. It may be regrettable that expenditure 
is required to create that security, but it is not of the 
slightest use for us to be visionaries, or to ignore the 
conditions which we see around us. 

On this basis I come now to a short examination of 
the relative merits and effects of the various purposes to 
which the expenditure of such a loan as is proposed should 
be applied. These include, housing, electrification of 
railways, improvement of roads, afforestation, assisted 
emigration and land settlement. Some, but not by any 
means all, of these, may prove reproductive, and such as 
can be fairly proved to be so I would certainly not 
exclude from sharing in the proceeds of any loan that 
may be issued. But it will, I think, be easy to establish 
that of all the proposed objects of expenditure of such a 
loan as has been proposed, the reconstruction of the Fleet 
will give the greatest and widest stimulus to trade, and 
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will give it to the greatest extent in those distressed 
areas in which it is most required. 

Let us assume that, say, one half of a loan of 250 
million pounds is spent in reconstructing our fleet and 
in improving our defences in the air over a period of five 
years. That will mean the construction of battleships 
and cruisers, with the necessary complement of destroyers, 
torpedo boats and submarines, unless these latter can 
be abolished by international agreement. The amount 
of work which this will give, not only to our dockyards 
and shipyards, in which the new ships are actually laid 
down, but to many of the most important trades of the 
country, is immense. The shipbuilding yards are for 
the most part located in some of the most distressed areas 
such as the Tyne and the Clyde, and these will give 
employment to thousands of shipwrights. An immense 
amount of employment will also be given to the Iron and 
Steel trade, and to those engaged in the manufacture of 
all kinds of plant and machinery, electrical and other 
equipment, which are required in modern ships of war. 

It remains to deal with the objections which are 
certain to be raised in regard to the economic consequences 
of such expenditure. 

I have already dealt with the point of why and how 
far it can properly be considered reproductive, in that it 
will give us security in our homes and in our trade, which 
is the greatest asset we can have, and have also shortly 
referred to the justification for raising the money by loan 
rather than out of current revenue—a justification which 
extends just as much to the reconstruction of the fleet 
as to any others of the objects proposed. There is, 
moreover, a valuable precedent for this in 1889, when 
resort was had to a loan for strengthening the fleet. 
The Prime Minister then was Lord Salisbury, and the 
Chancellor of the Exchequer, Mr. G. J. Goschen, men who 
certainly cannot be regarded as having been unsound on 
the question of finance. 

Exceptional circumstances demand exceptional treat- 
ment. The annual cost to revenue of a loan of 250 million 
pounds can be fairly accurately stated at about 8 millions 
a year, or very little more than 1 per cent. of our present 
annual expenditure. That will be the gross cost, but 
against it must be set a number of contra items. Roughly, 
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for every man at present on the dole for whom employ- 
ment will be found, there will be an average saving of {1 
a week. How much per annum this will amount to I have 
no means of ascertaining, but I have little doubt that it is 
capable of being fairly accurately estimated, and that it 
will amount to a very large sum. In addition to that 
saving there will certainly be a considerable increase in 
the amount of the receipts from income tax, and, to a 
less degree, from other taxes, owing to the improvement 
in trade which it will bring. Having regard, therefore, to 
the benefits which it will bring in helping us to tide over a 
difficult time, the burden will be light and will not entail 
any serious effect upon our finances. 

The next, and perhaps, a more formidable objection, 
to any loan of this kind, is that it will only be temporary 
in its beneficial effect, and that at the end of the five 
years period when the loan has been spent, employment 
will again fall away. 

That objection does not touch the point of security 
which, with normal annual expenditure in the air and on 
the fleet, will remain as a more or less permanent asset, 
and which, apart from all other considerations, justifies 
the expenditure. But it is at least permissible to hope 
that, given peace, the nations will come to see the madness 
of their present policies of economic isolation, and that 
there will, during the next five years, be such a continuing 
improvement in trade as will absorb a large number of 
those who otherwise might revert to unemployment. 
Valuable help may also be afforded during the five years 
period by some well-considered scheme of emigration, 
without which it is almost impossible to expect that 
unemployment can be permanently reduced to the normal 
level, for we have to remember that to-day something like 
a million more people are in employment than in 1914, 
and that, up to that year, the annual rate of emigration, 
which has since then wholly ceased, was nearly 200,000. 

A still further objection to these proposals is certain 
to be made, namely, that by such an increase in our 
defensive forces as they contemplate we shall merely be 
encouraging foreign competition in armaments. This is 
to some extent a matter of opinion, but I do not believe 
that that will follow, for two reasons. First, because, in 
view of all that we have done in the cause of peace since 
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the war, I believe that foreign nations are convinced that 
Great Britain, of all nations, is sincere in its desire for 
peace, and has no thought of aggression upon the rights 
of any other nation, and that, in the absence of a large 
standing army, the increase of our Navy is a purely 
defensive measure which in no way threatens them. 
And, second, that in the present state of its finances, no 
important European Nation is in a position during the 
next five years greatly to increase its armaments. It 
may, indeed, well be the case that, when they see our 
determination to make ourselves so strong against attack 
and against a breach of the peace of Europe, Foreign 
Nations will give up a struggle which can only further 
impoverish their peoples and which their finances are 
unable to support, and that this will lead to a general 
agreement for the reduction of armaments which it has 
been proved to be hopeless to obtain by any other means. 

For these reasons it is my firm belief that a very strong 
case can be made, both on the ground of national security 
and on economic grounds, having regard to our present 
industrial position, for such an increase in our Navy as 
will ensure immunity from attack and from forcible 
interference with our overseas trade. 


“The Next Five Years ’” 


HE years of depression, and the fundamental 
| changes in our boundaries of political thought 
which accompanied the advent to power of the 
National Government, have had one important conse- 
quence. They have made people think in new directions, 
rejecting the old political dogmas and at the same time 
refusing to accept the world’s economic ills as irremediable. 
The result is that there is slowly growing up a new body of 
progressive thought, which is neither individualist nor 
socialist, which is not blindly wedded to any political 
party, but which is able and willing to work out its ideas 
almost from first principles and to develop them into 
detailed proposals. 
Towards the end of July this new body of thought 


* «* The Next Five Years.’”’ Macmillan & Co., Ltd. 5s. net. 
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found expression in a new book entitled ‘‘ The Next Five 
Years.”” This book is called an essay in political agree- 
ment and is supported by a remarkable list of over 
150 signatories, which includes members of all political 
parties with the exception of the official Labour Party. 
The study covers the main fields of peace abroad and 
reconstruction at home, and with one or two important 
exceptions represents a complete picture of our main 
political, economic and social problems. Many of these 
are only of indirect interest to bankers, although most 
bankers would be the first to admit that they are concerned 
with matters both of home industrial reorganisation and 
international politics. For this reason alone they would 
find the book of profound interest. It is also necessary 
to have regard to the origin and background of the book, 
and to its relation to current home politics. 

It must always be remembered that the original idea 
of a book of this character is conceived by a very small 
number of people—perhaps by one individual alone who 
begins by calling a meeting of a few of his friends. Next, 
as in this case the foreword states, a small group is formed 
which draws up the skeleton of the book and hints how 
the outline should be filled in. The actual task of writing 
is necessarily entrusted to one or two people, and while the 
drafting committee exercises close supervision, the actual 
authors naturally impress their own character upon the 
book. Finally the main body of supporting signatories 
is obtained; but as the foreword is careful to make clear, 
each individual signatory does not accept every detail of 
the proposals or renounce his own views. 

It is well that this last disclaimer should be given 
prominence, even though no reasonable person would 
believe that 200 representatives of British politics and 
thought would agree unreservedly upon a detailed 
programme of reconstruction. Purely in point of time 
the publication of this book has coincided with the issue 
of the details of Mr. Lloyd George’s “‘ new deal” and the 
reasoned statement justifying the Government’s rejection 
of these proposals. It should be made clear at once that 
there is no connection between the authors of “‘ The Next 
Five Years”’ and Mr. Lloyd George. Internal evidence 
provides sufficient proof, for the perspective in which 
“The Next Five Years”’ places agriculture could never 
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satisfy Mr. Lloyd George and indeed comes far closer to 
the Government’s reply to him. Nor, if they so desired, 
could the authors of ‘‘ The Next Five Years ” link up with 
Mr. Lloyd George or consent to be swallowed by him. 
The first consequence of any move in this direction would 
be the disintegration of the group of signatories and the 
destruction of the book’s authority. Lord Allen of 
Hurtwood, a member of the drafting committee, has 
emphasised the absence of any connection with Mr. Lloyd 
George. This statement is a careful safeguard against 
misrepresentation, but for a reasonable person is hardly 
necessary. 

This does not mean that the book represents an 
academic dream which will disappear so soon as any 
attempt is made to carry its ideas into practice. The 
book begins by recommending a development of the 
machinery of planning. The Government, it is urged, 
should form a small standing committee of its own 
members who should be relieved of departmental duties 
and should undertake the planning of policy. The germ 
of the idea is already to be found in Lord Eustace Percy’s 
appointment as Minister without Portfolio. Simultan- 
eously the Economic Advisory Council should be 
expanded and strengthened into a permanent economic 
general staff. As the book rightly points out, the first 
need is the provision of adequate machinery for recon- 
struction. No one in touch with politics can agree that 
the present Cabinet can do more than take ad hoc decisions 
upon the many immediate questions of the day. 

This fundamental idea places the detailed proposals in 
the book in their proper perspective. Some of these 
proposals command universal agreement, and all that is 
needed is the drive to carry them through. Others need 
very careful weighing, and what the signatories to the 
book really say is that the scales should be set up and that 
these proposals merit the most careful and_ broadest 
consideration on their merits before acceptance or 
rejection. For example, the book proposes the raising of 
the scale of death duties with proper safeguards for estates 
consisting mainly of land or other fixed assets. As death 
duties involve, beyond the limit of National Debt 
redemption, the conversion of capital into revenue and 
so into expenditure, this raises the question of the proper 
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balance between national income and spending, saving 
and investment, and with it the question of public works 
upon which the book lays great stress. This is clearly 
a matter for the planning committee and the economic 
general staff, and bankers would be the first to urge that 
the whole idea is attended with great danger. Again, 
our system of land ownership and tenure grew up at a 
time when the density of our population was many times 
less than it is to-day. This is the fundamental back- 
ground to the many references to land and the taxation 
of land values which appear in the book. Here again is 
a case for wide examination rather than for piece-meal 
attacks upon certain phases of this difficult subject. The 
authors perhaps fail to recognise the complex character 
of modern land ownership and the many independent 
interests which are usually involved. 

The chapter on banking and monetary policy is in 
some ways the most debatable in the book. Most 
bankers realise that they wield a wide degree of power, 
even although their power rests mainly upon the consent 
of the public who freely use cheques in making and 
receiving payments. Also a comprehensive examination 
of our economic system can hardly ignore banking. 
Again, the authors categorically reject the view that all 
our troubles can be traced back to a faulty monetary 
system. Here the banking world will welcome the 
support given to them by the authors of the book. 

Yet the authors are inclined to start from a false 
premise, namely, that they seem to think that the Bank 
of England is far more independent of popular control 
than it actually is. Some of the points they make are 
perfectly fair. The Bank might be less secretive in its 
habits, and it might publish at regular intervals some 
explanation of what it has been doing. Yet the authors 
might have laid greater stress upon the facts that the 
Bank is only the Government’s agent and _ technical 
adviser, and that broad decisions of policy are taken by 
the Government alone. 

We repeat this point because, once it is understood, 
it governs any criticism of the book’s definite recom- 
mendations. The authors want the appointment of 
the Governor and the Deputy-Governor to be subject 
to the consent of the Government, and they add that the 
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Governor should be appointed for a term of seven years 
and that his position should be as secure and as indepen- 
dent as that of a Judge. There is much to be said in 
favour of these arguments, which in practice would 
provide a striking contrast with the desires of the 
Socialists. The authors are very wise to insist that at 
times the Governor may have to take and carry out 
unpopular decisions, and that he should be immune from 
political pressure. Yet the authors also want the 
Governor to be aided by an Advisory Council “ repre- 
sentative of, and perhaps even nominated by, industry, 
commerce, labour, commercial banking and economic 
science.’’ Here we feel greater doubt. Such an amorphous 
body is unlikely to have the technical knowledge needed 
to qualify it to give useful advice, and many of its 
members might have their own axes to grind. On the 
other hand a body of this kind might provide the Gov- 
ernor with valuable information of a general character 
and would leave him free to appoint his own advisers 
solely on their technical qualifications. It is essential 
that this outside body should be purely advisory, and that 
the Governor should be entirely free to accept or reject 
its advice. Its main use might be that, if the Governor 
could carry it with him in an unpopular decision, his 
own position would be greatly strengthened. 

Our main reaction to this section is that we see no case 
for any spectacular change in the position of the Bank. 
Most of what is valuable in the authors’ recommenda- 
tions could, and probably is, being carried out im the 
spirit without any need for legislation. 

The section dealing with the joint-stock banks is 
much weaker. The authors begin by repeating a series of 
criticisms which have been exploded long ago, and they 
ignore the fundamental fact that bankers, unlike indus- 
trialists, must earn profits if they are to retain the 
confidence of their customers. The authors reject 
nationalisation, and they admit that a state banking 
system would in some respects not discharge its duty to 
the public as satisfactorily as the existing joint-stock 
banks. Also they admit that a bank cannot lock up its 
resources in long-term loans or investments and that a 
bank can only help credit-worthy borrowers. Yet the 
authors are not content to leave well alone. Instead, 
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they propose that the banks should remain under private 
ownership, but that their profits should be limited, their 
actions should be subject to control and review, their 
functions should be defined by legislation and that they 
should give the public the fullest information on their 
transactions. Finally, a permanent Banking Commission 
should be appointed to approve the Bank’s scale of 
charges, to have full access to their books, and to advise 
them on the discharge of their duties, especially in regard 
to the distribution of credit. 

All this is really too vague to merit a detailed rebuttal. 
Our main conclusion is that on the authors’ own 
admission our banking system works sufficiently well to 
merit being left alone. Some of the signatories to the 
book specifically disagree with this chapter, and we are 
certain that others are not prepared to accept it. 

The section on currency policy is again vague, but 
the authors can hardly be blamed for this. Still, they 
make no mention of the future functions of the Exchange 
Equalisation Account, but instead hint at stabilisation 
based on parities which could be changed from time to 
time. A similar suggestion was recently advanced in 
The Economist by Sir Arthur Salter, who was also 
a member of the drafting committee behind this book. 
In theory the idea is tempting, but in practice it would 
depend upon international co-operation, and the authors 
do not discuss whether or not this could be secured. 

We have concentrated upon the weak points in this 
chapter, but it also contains much which is good. Its 
definition of our future internal credit policy is on the 
whole sound, and on the whole we agree with much 
that it has to say upon the machinery for raising new 
capital. There are certain weaknesses in our capital 

market and also some lack of cohesion and scope for folly 
or even for worse. In some respects, however, the 
London capital market is slowly remodelling itself on the 
lines suggested in this chapter. 

Reverting to the book as a whole, it contains one 
curious gap. While the need for the reorganisation and, 
in some cases, the control of industry is insisted upon, 
the whole question of labour and trade unionism is dis- 
missed almost without comment. There is no mention 
of the proper relations between controlled monopolies or 
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public boards and the labour which they employ. Ought 
a trade union to enjoy the same measure of immunity 
and independence when the employer on the other side 
of the table is a public board? Again, no mention is 
made of such matters as the demarcation of labour or the 
powers of the trade unions to restrict new entrants. 
There may be no need for any change in the attitude or 
immunities of organised labour, but no _ long-range 
planning can leave these questions entirely unexamined. 
Again, in proposing the regulation of capital and the 
entrepreneur and saying nothing about labour, the book 
is a little lacking in political and social balance. This 
emphasises their particular omission. 

There is much of value in the book which we are forced 
to leave untouched. International relations and trade, 
agriculture, the redressing of social inequalities, and the 
organised development of the nation are all dealt with in 
the book, and perhaps its most interesting section is the 
way in which the needs of agriculture are successfully 
correlated both with the needs of our export industries 
and with under-consumption at home. Whatever may 
be the merits of the many detailed proposals contained in 
the book, there is no doubt about one thing. It has 
provided a practical basis for a future programme of 
reconstruction, which indeed may cover more than the 
five years envisaged by the authors. It is difficult to 
believe that the Government will not draw heavily upon 
the book for their own plans, and that any differences 
which arise will more usually be on questions of detail 
and emphasis rather than of principle. The proposals of 
the book are not sacrosanct and may not all of them stand 
the test of further investigation or execution. Some of 
them we have freely criticised ourselves. Yet the real 
value of the book is not so much in its details as in its 
refusal to accept present conditions and in its insistence 
that reconstruction must be planned and that haphazard 
methods must be avoided. Upon this we are all in 
agreement, regardless of our political tenets. The nation 
owes a heavy debt to the signatories to the foreword of 
this book for the way in which they are marshalling 
public opinion, and in the growth of public opinion in the 
direction of progress and reconstruction lies our main 
hope for the future. 
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The Lancashire Banking 
Amalgamation 


OTH in the period which followed the collapse of 
B the post-war boom and in the course of the great 
depression of the last five years, banking mergers, 
in whatever countries they have occurred, have—by 
admission or without it—mostly signified the solemnisa- 
tion of a mariage de convenance. It is, in consequence, all 
the more gratifying to learn of a banking fusion in our 
greatest industrial county between two old-established 
and highly respected banks, which, though not perhaps 
equal in stature, have equal claims to our recognition of 
their intrinsic soundness and strength; of the sober 
judgment which has carried them unscathed through a 
long and often troubled past; of the services rendered to 
their depositors on the one hand and to trade and industry 
on the other; and of the assuredly welcome returns 
distributed in a long and unbroken succession of years to 
their shareholders. 

The District Bank (known until 1924 as the Man- 
chester and Liverpool District Banking Company), with 
a capital of {2,212,000 (authorised, £9,796,000), is to 
absorb the County Bank (styled Manchester and County 
Bank until last year) with a paid-up capital of {1,092,040 
(authorised, £5,500,000). In recent years the District 
Bank has paid 16% per cent. to its shareholders, the 
County Bank 124 per cent., and it is proposed that share- 
holders in the County Bank shall receive in exchange for 
each share of £20, {4 paid, held by them two and four-fifths 
fully paid {1 District Bank shares of a new class to 
be created, ranking pari passu with the existing District 
Bank A shares—dividends on which are limited to a 
maximum of Io per cent.—together with a payment of 
5s. in cash. On the basis of recent market valuations of 
the respective shares the suggested scheme appears to do 
full justice to County Bank shareholders, who will gain 
moreover by the inevitably greater marketability of fully- 
paid shares. 

As a result of the union this last independent Man- 
chester Bank—for such it will be—will command deposits 
amounting to over {70 millions, and as the seventh largest 
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banking institution in the country might well be considered 
for a place in the Clearing House System. 

Limitations of space preclude any attempt to enter 
in detail into the history of these two banks, whose 
names are, moreover, household words, particularly in 
the industrial centres of the North where their activities 
have been principally conducted. The District Bank, 
founded in 1829 under the terms of the Act permitting 
the formation of joint-stock banks in the provinces, but 
not in London is, of course, much the larger, as well as 
the older institution. From two offices, with which it 
began simultaneously in Manchester and Stockport— 
thus early pinning its faith to the principle of branch- 
banking—it has grown to over 400 at the present time. 
As in the case of our other important banks, its growth 
is partly accounted for by amalgamations as well as 
by the progress achieved under its own steam. Of these, 
however, there have only been six or seven, two of which 
deserve special mention: the acquisition in 1863 of the 
business of Loyd, Entwistle, Bury and Jervis, of Man- 
chester, chiefly remembered, as Mr. Mottram recalled in 
an article written for THE BANKER upon the centenary 
of the District Bank in 1929, as the office in which Samuel 
Jones Loyd, afterwards Lord Overstone, a founder of 
the Westminster Bank and one of the sponsors of the 
celebrated Bank Act of 1844, learned his banking; and the 
absorption, in 1907, of the Lancaster Banking Company, 
founded in 1826, as a result of which the number of offices 
of the bank, 52 when the first accounts were made public 
in 1875, rose from IIO in 1906 to 176 in 1907. 

At no time, however, has the desire for expansion 
been allowed to interfere with the policy of creating and 
maintaining strong reserves. Indeed, in 1g02 the reserve 
fund at £2,015,000, so far exceeded the paid-up capital 
of {1,250,000 that a transfer, amounting to a bonus of £2 
per share, from reserve to capital account was decided 
upon. The bank’s record as a dividend-payer has been 
no less striking. As a result of steady progress the rate 
of dividend had risen to 12 per cent. by 1855—-seven years 
before the County Bank saw the light of day. This was 
followed by a distribution of 174 per cent. for the next 
four years; while from 1866 to 1902 shareholders received 
20 per cent. each year. This was, nominally, reduced to 





“BANKING AMALGAMATION 186 


17} per cent. after the issue of the £2 capital bonus already 
referred to. The present rate of distribution is 16% per cent. 

The Manchester and County Bank was founded in 
1862, in the midst of the depression brought on by the 
American Civil War. But it seems that even in that 
trying period active minds were impressed with the 
possibilities of doing and creating new business. For the 
County Bank virtually started its career with an amalga- 
mation, due to the circumstances that when its prospectus 
was issued in 1862 it was found that a second institution, 
to be styled the Northern Counties Bank, was in the 
process of creation. It was evident that the two projects 
would conflict from the outset, and, very wisely, their 
sponsors decided to merge them. Further amalgamations 
followed, in 1866 with the Saddleworth Banking Company, 
in 1871 with the Bank of Stockport, and in 1896 with 
the Bank of Bolton, the capital of the County Bank being 
increased on each occasion, until in 1897, it reached its 
present figure. Like the District Bank, it has always 
pursued a conspicuously prudent policy in building up 
its reserve fund, which has at various junctures exceeded 
the paid-up capital, so that handsome bonus distributions 
have come the way of shareholders, notably in 1912, 
when £3 per share was allotted in this way. 

While these two great Lancashire institutions have 
naturally found themselves, in the past, in keen if not 
unfriendly rivalry at many points, there are other 
respects in which their activities and the goodwill they 
have accumulated in the past will prove mutually 
complementary. There is thus every prospect of their 
fulfilling for themselves the many good wishes for the 
future offered to them by their friends on the occasion of 
their act of union. 
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Bankers and Inflation 


By Paul Einzig 
TT ROUGHOUT the world at all times industrial and 


agricultural producers were inclined to favour an 
inflationary monetary policy. On the other hand, 

the rentier and other classes with fixed incomes were in 
favour of a deflationary policy. It would be interesting 
to examine the position of the banking community 
between the two extremes. While the interests of 
producers favouring inflation are as obvious as those of 
the classes with fixed incomes favouring deflation, it is 
not so evident which way the interests of bankers lie. 
The public and even many bankers are inclined to take it 
for granted that it is the sacred duty of bankers to lead a 
crusade against inflation. In cartoons they are represent- 
ed as the high priests of the cult of the golden calf. Their 
unpopularity in quarters favouring credit expansion has 
increased considerably in recent years when the adverse 
effects of credit restrictions on trade had become evident. 
It goes without saying that bankers, like everybody 
else with commonsense, are opposed to extreme inflation 
such as the world experienced during and immediately 
after the war. Apart from considerations of public 
interest, bankers stand to lose a great deal through 
advanced inflation. It is true that since it results in the 
depreciation of their liabilities as well as their assets, 
they are not likely to become insolvent through inflation. 
From this point of view, it is incomparably less harmful 
for banks than deflation. They stand to lose, however, in 
that their capital and reserves are likely to depreciate. 
During the advanced period of inflation, banks in Central 
Europe built themselves palaces and acquired art treasures 
so that their Board Rooms and directors’ offices look more 
like museums than banks. By adopting this policy, they 
succeeded in saving some of their resources from utter 
depreciation. Notwithstanding this, practically all banks 
in countries where inflation reached an advanced stage 
emerged from the crisis with their resources considerably 
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reduced. Even in countries where inflation was checked 
before it reached an advanced stage, it may be said that 
bankers were if anything losers rather than profiteers 
from inflation. 

It is, therefore, to the interest of bankers to oppose a 
policy which might lead to uncontrolled inflation. Many 
bankers being over-cautious by the nature of their 
profession, are inclined to err on the safe side by opposing 
rigidly any policy of credit expansion for fear that it 
might develop into reckless inflation. Indeed, some of 
them, to be entirely on the safe side, are ardent supporters 
of a deflationary policy so as to remove every risk of 
inflation. They do not realise that from their point of 
view, the remedy they are so keen on applying is incompar- 
ably worse than the disease they are trying to avoid. 

While bankers have good reason to oppose advanced 
inflation and even relatively moderate uncontrolled 
inflation, situations may arise in which moderate inflation, 
kept well under control, is in accordance with their 
interest. In the United States, for instance, where 
prolonged deflation resulted in the wholesale bankruptcy 
of the banks’ debtors, it was evidently in accordance with 
the interest of bankers that President Roosevelt should 
succeed in his policy of reflation. Indeed, that policy 
was undertaken largely for the sake of restoring the 
solvency of banks. Notwithstanding this, few American 
bankers realised that President Roosevelt was fighting 
their battle. The United States is by no means the only 
country where it would be to the interest of bankers to 
raise commodity prices by means of moderate inflation. 
A substantial rise in world prices would unfreeze a very 
large proportion of frozen indebtedness. It would enable 
bankers to bring standstill agreements to an end and to 
write up their assets, which were treated as bad or 
doubtful. Indeed, unless such a rise in commodity 
prices takes place, most banks all over the world will 
remain for many years under the handicap of losses 
inherited from the crisis. The banking history of the 
next decade or two will be characterised by a long series 
of reconstructions, and the enterprising spirit of the banks 
will remain perpetually damped by the necessity of nursing 
weak positions. 

In the circumstances, it is difficult to understand the 
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stubborn opposition of most bankers to a policy of 
reflation, however moderate it may be. Possibly it is 
due to fears that the Governments may not be able to 
check inflation before it goes too far. It is a habit of the 
opponents of inflation to utter solemn warnings against 
every departure from the canons of orthodox finance on 
the ground that as a result, sterling will eventually share 
the fate of the German mark. Such arguments may go 
down with the audiences of Hyde Park orators, but we 
are entitled to expect bankers to realise how utterly 
absurd they are. In order that sterling should share the 
fate of the mark, this country would have to lose a 
prolonged war, undergo a revolution and a_ military 
occupation of its industrial districts, and would have to 
be landed with reparations far in excess of its capacity 
to pay. Even then it is conceivable that the reaction of 
the British public and the British authorities to such a 
series of misfortunes would be different from what was 
experienced in Germany in 1923. But, in any case, unless 
and until such an utterly unlikely situation arises in 
this country, there is no need to fear extreme inflation. 
Bankers know this only too well, or if they do not they 
ought to. If it is difficult to understand the opposition 
of bankers to reflation, their attitude towards credit 
expansion of a non-inflationary character is even more 
unintelligible. Given the fact that interest rates are low 
and that they are likely to remain fairly low for some 
years to come, it is evidently to the interest of bankers 
to spread their heavy expenses over a larger volume of 
business. If the margin of interest rates is narrow, the 
remedy lies in the increase of the turnover by means of 
an expansion of credit for productive purposes. For 
the present, the problem does not arise, since the demand 
for credit is relatively moderate. Should trade continue 
to expand, however, bankers will soon be confronted with 
a dilemma of whether or not it is safe to extend credit 
further. Public opinion, in Great Britain at any rate, 
is becoming increasingly pressing in favour of a more 
liberal policy of credit, and if they revert to their pre-crisis 
attitude, banks may further increase their unpopularity. 
It is to their interest, therefore, to adopt a less rigid 
attitude. 

This does not, however, mean that under the cloak of 
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a more liberal credit policy they should allow themselves 
to be bullied into granting credits of a nature which is 
incompatible with sound banking. The first duty of the 
banker is towards his depositor, and credit expansion 
should never take place by means of slackening the 
scrutiny with which applications are viewed. Before the 
crisis banks had to decline many applications, not 
because they did not consider the borrower reliable, but 
because it was contrary to their policy to go beyond a 
certain limit. It is in this direction that there is a wide 
scope for credit expansion without involving a deteriora- 
tion in the quality of the credit. 

It is not the banks’ business to finance enterprise of a 
speculative nature or to grant long-term financial facilities. 
In this latter respect, the agitation against the banks is 
particularly ill-advised. Doubtless it is desirable from the 
point of view of public interest that long-term facilities 
should be made available to a larger extent than they 
are at present. They are, however, outside the scope of 
the ordinary commercial bank. They should be provided 
by financial houses specialising in that kind of business, 
or they should, if necessary, be raised under Government 
guarantee. There is ample scope for commercial banks 
to expand their credit facilities without having to depart 
from their normal sphere of activity. 

The community is entitled to expect the banks to 
adopt a less timid policy towards credit expansion for 
productive purposes. At the same time, the banks are 
entitled to expect the community to provide the necessary 
guarantee that credit expansion will not lead to abuses in 
the form of over-speculation. As things are, there is not 
the slightest guarantee that an expansion of credit would 
not be diverted into wrong channels. Even though the 
banks would be careful to grant credit only for productive 
purposes, indirectly the surplus resources would become 
available for financing a speculative boom. In order 
that it should become safe for the bankers to assist 
production by an expansion of credit, it would be essential 
to take steps for the prevention of excessive speculation. 
New issues should be subject to closer scrutiny on the 
part of the Stock Exchange Committee, and there should 
be a closer collaboration between banks and the authori- 
ties to prevent over-production in certain branches. 
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This is not the place to discuss in detail the nature 
and extent of economic planning that would be required 
to prevent trade expansion from developing into a danger- 
ous boom. Our point is that the attitude taken up by 
bankers towards expansionary proposals is mistaken. 
Instead of rigidly refusing to depart from orthodox 
principles and thereby shouldering the whole unpopularity 
of their policy, they ought to insist upon coupling credit 
expansion with the safeguards of economic planning. In 
doing so, they would avoid appearing as the villains of the 
piece. They would counteract the development of a 
conception according to which bankers constitute the 
main obstacle to an increase of production and consump- 
tion and to an improvement of the standard of living. 
They would to a large extent disarm the demand for 
the nationalisation of banks, which is gaining adherents 
to an increasing degree, largely owing to the rigid ortho- 
doxy of bankers. It is to the interest of the bankers to 
dispel the impression that their attitude is one of uncom- 
promising orthodoxy. It is to their interest to make the 
public realise that as far as it depends on them they are 
quite willing to do their share in any sensible scheme of 
expanding production, provided they can do so without 
running undue risks. While bankers should continue to 
oppose advanced inflation, they should be able to dis- 
criminate between advanced and moderate inflation, 
between destructive and constructive inflation, and 
between uncontrolled and controlled inflation. 


Gold Bloc Vicissitudes 


By a Correspondent 


course of developments in France, Holland and 
Switzerland. Not because devaluation of their cur- 
rencies is imminent, but because it is quite clear that 
their major problem, that of reversing a downward 


|: is still as necessary as ever to follow closely the 





i 


Pee Fr eS ST Se Ot oe a 





GOLD BLOC VICISSITUDES 195 





trend and regaining the road to recovery has not yet 
been solved. It is still true to say of them that the 
one thing they cannot do is stay indefinitely in their 
present position. It seems almost equally certain that 
no approach towards an all-round stabilisation of cur- 
rencies will be made—or invited—by the authorities 
responsible for sterling and the dollar respectively, so 
long as the present anomalous situation persists. Even 
Professor Rist has at last come to admit the glaring 
disparity between the internal and external purchasing 
power of the franc and the consequent need for economic 
as well as fiscal readjustment by France to general world 
conditions. And what he has said of France applies 
perhaps in even greater degree to the other Gold Bloc 
countries. 

This, at any rate, is the conclusion which a survey 
of the principal economic factors involved suggests. 
Quite apart from the political and financial shocks 
which these countries have faced in the last three months 
—of which something will be said later—the first half- 
year has brought no record of progress towards recovery, 
indeed no interruption of the steady decline brought 
on some years ago by the onset of the general depression. 

The trade returns speak for themselves. Swiss ex- 
ports showed a slight improvement over last year’s 
figures in January, February and June, and Dutch 
exports in May exceeded those of May, 1933, by an 
insignificant fraction. In neither case, however, has 
the improvement been sufficient to prevent a net decline 
over the whole period. Imports show a _ persistent 
contraction, and trade as a whole is at the lowest levels 
yet reached. 








TABLE I 
FRANCE 
Imports Exports 
1934 1935 1934 1935 
(Frs. millions.) 

January - - 2,205 1,944 1,514 1,450 
February es a 2,095 1,750* 1,521 1,328* 
March .. $a ka 2,292 1,717 1,479 1,280 
April .. ai ? 2,039 1,697 1,483 1,342 
May .. - si 1,950 1,820 1,370 1,321 
June... id - 1,904 1,677 1,451 1,235 





* Excluding Saar since February 18, 1935. 
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Imports Exports 
1934 1935 1934 1935 
(Fls. millions) 
January wa $a 100°3 75°9 55°6 54°6 
February wus es 81-1 70:0 51°4 50°7 
March .. +“ - 94°3 80-0 60-7 54°3 
April .. “ sp 85°4 78-3 54°2 50°2 
May... na és 86-6 78-0 57°1 58-0 
June... “a wi 89-0 73°7 59°4 50°8 





SWITZERLAND 


Imports Exports 
1934 1935 1934 1935 
(Sw. frs. millions) 
January a ‘i 112-0 93°7 57°0 60-6 
February - ‘i 112-6 93°5 65°7 66-9 
March .. “4 4 128-1 105°9 76-6 72°4 
April .. - - 120°0 109°2 69°9 68-3 
May... “ ba IIg‘I 109°8 68-6 66°5 
June... - - 120-6 I10°4 66-9 67°3 


Properly read, these figures taken by themselves do 
not, of course, warrant any conclusions as to the pros- 
pects of maintenance or abandonment of the Gold 
Standard in so far as it may depend on purely financial 
and technical factors. In each case the visible adverse 
balance has been noticeably reduced.* Unless, therefore, 
there has been a corresponding movement in the opposite 
direction in the invisible items entering into the balance 
of accounts, the technical position of these exchanges, 
apart from capital movements, has actually strengthened 
in the last half-year. 

The significance of the trade figures lies rather in the 
indication they afford of a progressive lowering of the 
standard of living and well-being in the countries con- 
cerned. Some portion of the shrinkage of imports, it 
may be assumed, has been made good by increased 
domestic production, more especially in agriculture and 
certain lines of manufacture. But in view of the de- 
pendence of all three countries, and particularly of 
Holland and Switzerland, upon some important products 


* In the case of France, by 1,152 million francs (£15,000,000); 
Holland, by 60 million guilders (£8,500,000) ; Switzerland, by 93 million 
Sw. Frs. (£6,000,000). 
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and raw materials which cannot be either produced or 
replaced by domestic substitutes within their frontiers, 
it seems certain that some deterioration of earlier 
standards of consumption has been enforced upon their 
peoples. It may not be very conspicuous. It has 
certainly no direct bearing on the exchange problem, 
but it must be or become a social and political question 
if it continues and it is legitimate to ask how long the 
process of contraction—undertaken primarily in the 
interests of the maintenance of established exchange 
parities, hardly constituting an invaluable or desirable 
social good in themselves—will be allowed to advance. 
If its impact can be made to fall particularly on that 
section of the population which can without acute 
discomfort further “‘ tighten its belt,” serious political 
opposition may be averted. But if in these, still demo- 
cratically governed, countries the broad masses begin 
to be sensibly affected, popular sentiment is certain to 
translate itself into political action. 

A further conclusion which is suggested by a glance 
at the trade returns of the Gold Bloc countries* taken in 
comparison with those of the sterling area generally, 
the United States, Argentine, Canada, Japan, Chile, 
Brazil, India, etc., is that the members of the Gold Bloc, 
which some years ago were undeniably the victims of 
the deflationary influence of the pound and the dollar, 
are to-day themselves exerting a slight though more 
than negligible deflationary influence on the rest of the 
world. 

The course of wholesale price-levels in the Gold Bloc 
countries for the first half-year is shown in the following 
Table (p. 198). To facilitate comparison price-movements 
in the United Kingdom, the United States and Sweden 
have been set beside those of the Gold Bloc countries. 

In view of the declared intentions of the Gold Bloc 
to maintain their respective gold parities and to bring 
about economic readjustment by other means than 
devaluation, the downward trend of their wholesale 
prices, contrasting with a rise in sterling and dollar 


* And of others like Germany and Italy now maintaining nominal 
and wholly artificial parities by means of the abrogation of all trading 
liberties on a scale comparable only to their already complete abrogation 
of almost all their civic liberties. 
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prices, is manifestly a step in the right direction. It 
would, however, be premature to base any favourable 
conclusions on these figures. The movement is too 
slight as yet to signify any sensible improvement. It is 
moreover a notorious fact—which seems to have escaped 
notice among Gold Bloc statesmen and Central Bankers 
that while a /ow price-level may secure welcome trading 
benefits to a country, a falling price-level inflicts nothing 
but harm while continuing to describe a downward curve. 
Thus the danger confronting the Gold Bloc is still the 
same, namely that serious injury is inflicted upon do- 
mestic trade by forcing down prices, without the reduction 
of prices being sufficient to revitalise foreign trade, thus 
leaving them with the worst of both worlds. 
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1933, Average 86-8 94°5 107 398 76 gI-o 
1934 sw — 107°4 114 376 77 89-8 
Jan., 1935 .- 9QI°6 112-9 115 350 78 88-3 
Feb ee, .. O13 1I3°9 II5 343 77 87-6 
March ,, as go°9 113°6 II5 335 75 86-4 
April ,, -- g1°8 114°8 115 336 76 87-1 
May ,, -- 94°93 I14°9 115 340 75 87-6 
June ,, .. 93°7 113°0 116 330 75 88-6 









* Economist. 





Upon closer scrutiny it appears likely, moreover, that 
of the various components of the price-levels indices, it 
is agricultural prices which have fallen most conspicu- 
ously while those of manufactured goods have hardly 
changed. Ifthis be true, the downward movement of the 
figures is almost misleading as an indication of brighter 
prospects. For agricultural prices in the gold countries 
have, by means of tariffs, prohibitions and subsidies, 
been kept at levels which in their relation to world 
prices make a mockery of mere exchange disparities. 
Some more radical transformation is needed here. And 
until it has been compassed, a fall in agricultural prices 
merely involves the Governments concerned—as it is 
doing at the moment of writing in France, where the 
decline in wholesale prices has been greatest—in further 
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costly subsidies to the farmers. Meantime exports of 
manufactured goods gain little or nothing. 

In these circumstances it is hardly surprising that 
France, Holland and Switzerland have had to face 
considerable storm and stress in the course of the last 
three months. Certainly the world as a whole has little 
upon which it can congratulate itself. International 
trade is still virtually at its lowest level and shows no 
signs of making an auspicious recovery. But few 
countries, if any, outside the Gold Bloc (and those which, 
like Germany and Italy, endeavour to emulate their 
policy without possessing their gold reserves) have been 
obliged to witness such persistent and _ progressive 
deterioration in this fifth year since the severest onset 
of the depression. 

As was to be expected, the difficulties of recent times 
have originated in fiscal and political considerations 
and developed into exchange crises; they have not 
originated in exchange difficulties and thence developed 
into political issues. On international account France, 
Holland and Switzerland are still completely solvent and, 
through their gold reserves, even very “ liquid.”’ In all 
three countries the effects of years of depression and 
price isolation have culminated in budgetary difficulties 
and deficits but not in intrinsic weakness of the exchanges. 
None the less, the gold movements of the past few months 
are sufficiently arresting. They are shown in the following 
Table :— 

rABLE HI 


GoLp RESERVES 


Bank of France Netherlands Bank Swiss National Bank 
Note Note Note 
Gold Circulation Gold Circulation Gold Circulation 
Frs. (millions) Fls. (millions) Frs. (millions) 
Dec. 31, 1934 82,124 83,412 860 912 440 


,909 
Mar. 30, 1935 82,634 53,043 800 897 358 


712 


 ? 79,725 2,124 042 359 
June 30, , 71,017 52,009 680 


,162 


I I 
I I 
May 3, = 80,626 83,283 665 847 1,342 1,287 
I I 
I I 


,2609 


855 1195 , 306 


It will be seen that in the first six months of the 
year France lost 13 per cent. of her gold reserve, Holland 
more than 20 per cent., and Switzerland 37 per cent. 
At the same time it is evident that even after such startling 
losses, the reserves of all three countries are more than 
adequate for all ordinary requirements. The ratio of 
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cover of the Bank of France stands saad at 75 per cent. 
and has at no time fallen below 73 per cent.; that of the 
Netherlands Bank is little short of 70 per cent.; while 
that of the Swiss National Bank, though it has suffered 
a fall which must surely constitute something of a record, 
at any rate for a creditor country, started from a record 
height—14o per cent. at the beginning of this year. It 
has since declined to 91 per cent. but has latterly 
recovered to 100 per cent. 

On the other hand, it is clear that an outflow of 
gold on this scale bears no relation to, and was accordingly 
not caused by balance of payments deficits. In the case 
of Switzerland its volume may be partly explained by the 
withdrawal of foreign balances, which have been notori- 
ously large in that country ever since the last war. 
But the chief factor has undoubtedly been the export 
of capital by the nationals of the countries concerned. 
It was their loss of confidence in sterling, dollars and 
all other currencies which produced the unexampled 
accumulations of gold in their National Banks in the 
earlier phases of the depression; it is now their loss of 
confidence in the future of their own currencies which has 
reversed the trend. To attribute the movement to 
speculation as politicians are apt to do when seeking to 
find scapegoats for the failure of their economic policies 
is transparently ridiculous. In the eyes of the Gold 
Bloc bankers and economists sterling and the currencies 
that follow its fortunes are dangerously unstable and 
unsafe. Why, then, are there no indications of a capital 
flight from these currencies? Why is there no specu- 
lation against them? Palpably, because it derives no 
support from the attitude of the inhabitants of the 
countries concerned, from the holders of real balances in 
these currencies. People in England, Australia, Canada, 
Egypt or Scandinavia, to name but a few examples, 
are not selling their currencies in the hope of avoiding 
an exchange loss or reaping an exchange profit. If they 
were, speculation—from a// quarters—would soon come 
in and exaggerate any such tendency. 

Reduced to simplest terms, the difficulties of the 
Gold Bloc countries are still the same as they have been 
found to be on previous attempts at diagnosis: dis- 
equilibrium of the price-level resulting in a contraction 
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of foreign, and ultimately also domestic, production 
and trade; and budgetary disequilibrium which threatens 
depreciation or devaluation of the currency unit at some 
stage unless it can be remedied in the meantime. All 
that has happened in the last three or four months is 
that these long-familiar difficulties have become pro- 
gressively more acute, though hardly alarming. They 
have, in the process, become more explicit and, with 
public attention roused, the problem of how to deal 
with them has become a major political issue in all three 
countries. 

Only in France, however, has any direct and cate- 
gorical answer been given to the questions thus raised. 
Whether it will be the final answer it is as yet too early 
to determine. After a dramatic political interlude, de- 
flation is the solution decided upon. Budgetary measures, 
purporting to remove a deficiency of no less than Io 
milliards ({140 million) in the fiscal accounts have been 
enacted by the severest decrees, which have not spared 
even the interest on ventes, ordinarily regarded as sacro- 
sanct in France. Simultaneously steps are being taken 
to bring direct pressure on retail prices, especially in 
respect of the cost of gas and electricity, in order to 
align the cost of living to the lowering of wages and 
salaries. The object aimed at is, in a word, to transpose 
the entire price-level from a higher to a lower level. 
On paper, this is a matter of simple arithmetic. In 
practice it leaves open the question whether owing to 
the dynamic effects of a falling price-level upon trade 
and industry, the process can be carried through without 
in the first instance inflicting injury similar to that which 
its completion is intended to remedy. Nothing in past 
experience suggests that it can.* Economic theory 
rejects the possibility. But the Bank of France believes 
in it and is primarily responsible for its adoption by the 
Government as the policy best calculated to lead the 
country out of the depression. Whether the Treasury, 
which has to execute it, is equally confident of good 
results, is less certain. Politically a first test will come 
in October when, under the special powers conferred 


* In Italy, where the attempt was carried furthest and aided by the 
Government’s possession of absolute powers, the process proved wholly 
disastrous. 
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upon it, the Government will have to secure the approval 
of the Chamber ex poste facto, for the draconian measures 
of economy which it has imposed by a series of decrees: 
and the attitude of the Deputies will be prompted by 
the degree of confidence in a more prosperous future 
which the Government programme and its effects over 
the first three working months have created in the 
constituencies. 

Two elements in the situation speak decidedly in the 
Government’s favour. Finding itself obliged to resort to 
drastic expedients, it has skilfully and shrewdly distri- 
buted the burden of its economies, so that no one section 
of the people is likely to rebel or to arouse wide sympathy 
if it does so. And, on the other hand, even the most 
uncompromising critic of the French Government's 
policy is bound to admit that, with or without devalua- 
tion, a stern revision and retrenchment of public expendi- 
ture had become imperative. Quite apart from the 
question of exchange policy the situation was developing 
increasingly into one of political demoralisation and 
financial irresponsibility. 

Meantime the French Government has quite recently 
decided upon two important steps which, strictly speaking, 
run directly counter to deflation and lower prices. The 
Bank of France has publicly announced the abandonment 
of M. Moret’s much-criticised policy of refusing to re- 
discount Treasury Bills so long as the Government’s 
direct indebtedness to the Bank remained at the statutory 
maximum of Frs. 3,200 millions. In future Treasury 
Bills will be freely accepted for rediscount, and in general 
everything is to be done to cheapen money and raise the 
prices of rentes. This, somewhat paradoxically, is the 
reward offered to M. Laval for courageously executing 
the policy of deflation and retrenchment dictated by 
the Bank of France. At its best, this assistance from 
the Central Bank may enable the Government to secure 
notable reductions in the cost of carrying the floating 
and other debt and thus help to balance the Budget. 
At its worst—that is, if the Budget does not effectively 
balance—it will provide Finance Ministers with precisely 
these facilities for carrying forward rather than eliminating 
current and recurrent deficits which the Bank Statute 
of 1928 was specially devised to eliminate. Evidently 
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the fiscal measures decreed by M. Laval have convinced 
M. Tannery. 

The other important step just announced is that of 
providing advances of Frs. 50 per quintal to farmers 
against their wheat. That the agricultural population 
cannot with the exchange and the world price of wheat 
at their present levels stave off ruin without some support 
of this kind is obvious. At the same time this is calcu- 
lated to defeat rather than advance a programme of 
adjustment by deflation. 

In Holland the recent crisis has not brought so 
unequivocal a decision in favour of adjustment by de- 
flation and the outlook remains uncertain. At no time 
have that country’s finances fallen into the rather 
demoralised and disordered state which brought on the 
French crisis; but it was, nevertheless, as in France, 
a threateningly large fiscal deficit which impelled the 
Prime Minister to essay a programme of severe retrench- 
ment—which in turn precipitated a political crisis and 
a serious flight of capital. The Government’s policy 
was in this case stubbornly and for the time being 
successfully resisted by the Socialists and the Catholics, 
the two strongest parties in the Dutch Parliament. 
But though these found themselves at one in opposition 
there was never any prospect of their uniting to carry 
through an alternative policy and M. Colijn has returned 
to office. Devaluation has not become a live political 
issue, actively sponsored by any of the parties, and 
deflation is for the moment in abeyance. If it is spared 
a recurrence of its recent unpleasant experience, Holland 
can continue on its present parity for a considerable 
time, perhaps indefinitely, without immediate danger 
to itself, though probably also without any hope of 
substantial recovery. Judging by the fact, however, 
that the decline in Dutch Government securities and the 
gradual flight from the florin have continued since the 
shock of the crisis was overcome, Dutch opinion is 
becoming more sceptical as to the future. The gold 
reserve, though adequate for all ordinary requirements, 
could hardly stand many repetitions of the recent drain. 

Since its Government secured the rejection, in June, 
of the singularly inept resolutions put to a referendum, 
Switzerland has not been very articulate regarding its 
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economic policy, except in a reiteration of its determi- 
nation to maintain the gold parity and a certain tendency 
to scent conspiracy on the part of any critics who venture 
to discuss the merits and prospects of that policy. 
No visible improvement has occurred in the country’s 
economic position. Here and there smaller bank failures 
continue to crop up. Gilt-edged securities, after some 
recovery from their lowest levels, remain far below the 
best level of recent years. Budget deficits—to which, 
incidentally, Switzerland is altogether accustomed, if on 
a somewhat smaller scale—continue and the railway 
deficit is as intractable as ever. The general standard 
of well-being, however, is still gratifyingly high, and the 
country can continue, by a gradual process of redistribu- 
tion, to isolate itself and retain its gold-parity. That is, 
perhaps, unless the banking situation, which is uncom- 
fortable, should become really acute. 

The situation of these countries may come up for 
review many times more in the future. But it seems 
safe to suggest that ultimately only a substantial rise 
in world prices can help them to avoid devaluation 
in one form or another. Stabilisation would not help. 
And it seems, at best, very remote. 


Bankers and the Law 


By our Legal Correspondent 


REQUENTLY cases coming before the Judicial 
EF Committee of the Privy Council from one or other 

of our Dominions raise questions of law that 
are applicable in our domestic law at home. For many 
Dominion statutes and much Dominion law are taken 
from the home model. And although technically even 
in such cases the judgment of the Privy Council is not 
binding at home, it is entitled to and receives great respect 
more especially where the members of the Judicial 
Committee include members of the House of Lords 
tribunal. In commercial law these observations have 
especial point. Such a case was that of The Official 
Assignee of Madras v. The Mercantile Bank of India Ltd. 
reported in The Times Reports of Commercial Cases, 
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Vol. XL., Part III, April, 1935, where general principles 
affecting banks making advances on documents of title 
to goods and letters of hypothecation were dealt with 
upon general principles. The members of the Judicial 
Committee were Lords Atkin, Macmillan and Wright; 
Sir John Wallis and Sir Lancelot Sanderson, and the 
judgment of their Lordships was delivered by that great 
commercial lawyer Lord Wright. It is true that much of 
the judgment depended upon construction of Indian 
Statutes founded upon British models but questions of 
general principle arose and it was conceded that the same 
principles applied here as well as in India. So much of 
the business of bankers at important seaports is concerned 
with advances upon goods and produce that any case that 
elucidates that most difficult branch of banking law is 
very welcome. The older bankers were so impressed 
with the risks of advances upon produce that such 
business was “held up” for some years and regarded 
with misgiving. But during the past 50 years that 
business has grown enormously and is a valuable depart- 
ment of financial accommodation. 

The summarised facts of the case were these: A firm 
of Indian merchants from time to time purchased large 
quantities of groundnuts from growers up country and 
had them sent by rail to Madras. The railway company 
issued a receipt in respect of each consignment and it was 
the practice of the firm to take these receipts to the 
respondent bank and obtain loans upon them, giving at 
the same time a promissory note and a letter of hypotheca- 
tion by way of further security. On arrival at Madras the 
nuts were unloaded and came into the possession of the 
bank, being placed in sheds belonging to them. This 
business went smoothly enough until the firm became 
bankrupt. At that time various consignments of nuts on 
which the bank had made advances were in transit. Thus 
before bankruptcy of the firm these nuts had never been in 
possession of the bank and any claim the bank had in 
them rested on the validity of their securities, i.e. the 
railway receipts and the letter of hypothecation. When 
the nuts arrived at Madras the railway company refused 
to deliver them to anyone because the freight had not 
been paid. The nuts were eventually sold and the proceeds 
—less freight—were put aside to await the result of the 
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action between the Madras assignee in bankruptcy and the 
bank—the question being whether the bank had obtained 
a valid and enforceable pledge of the goods (a) by virtue 
of the deposit of the railway receipts, (b) by virtue of the 
letter of hypothecation. 

The case was decided in favour of the bank on both 
points. Several interesting pronouncements from Lord 
Wright’s judgment have a direct bearing on our English 
practice. But first, it was held that within the Indian 
Statutes the railway receipts were documents of title to 
goods. Of that we need say nothing—it is a matter of 
construction of those Statutes. 

The official assignee, however, had contended that the 
matter was subject to the present state of the relevant 
law in England. Now if it were so, the bank would not 
have been able to claim that the goods were effectively 
pledged to them by the deposit of the receipts. As Lord 
Wright said: “‘ A pledge of documents is not in general 
to be deemed a pledge of goods; a pledge of the documents 
(always excepting a bill of lading) is merely a pledge of the 
ipsa corpora of them; the common law continued to 
regard them as merely tokens of an authority to receive 
possession.”” One should not forget of course that some 
warehousing companies have, by means of private Acts, 
assimilated their warrants or delivery orders to bills of 
lading. But save in these exceptions to constitute a pledge 
of the goods by the owner of the goods there must be not 
only a pledge of the documents but notice given to the 
warehouseman or other custodierand obtaining the latter’s 
attornment to the change of possession. As regards 
the Factors Acts any pledge by the owner of the goods 
by a mere pledge of the documents of title is not affected 
but only as regards “‘a mercantile agent ”’ in possession 
of the documents of title can it be said that “a pledge of 
document of title to goods shall be deemed to be a pledge 
of the goods.” 

Thus in English law the curious and anomalous 
position is established that a mercantile agent acting, it 
may be, in fraud of the true owner, can do that which 
the true owner cannot (outside bills of lading) do—that is 
obtain a loan on the security of a pledge of the goods by a 
pledge of the documents without notice to and attornment 
of the actual custodian of the goods. Hence by English 
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law this case as regards that point must have gone against 
the bank. Then comes the very interesting surprise. 
It was found that by a relevant Indian statute the word 
“agent ’’ had been omitted and the Privy Council was 
able to say that on the strict wording of that statute such 
documents of title pledged not only by an agent but by 
the true owner was equal to a pledge of the goods. Lord 
Wright by his language suggests that by an inadvertence 
the Indian Legislature had really worked a reform and he 
seems to favour a similar alteration of English law. It 
may not be long before this hint from the Privy Council 
may engage the attention of the Lord Chancellor’s 
Special Committee on Reforms in the law which has 
already adjusted some old-world anomalies. 

A second valuable point before the Privy Council was 
the effect of the letter of hypothecation. Here English 
law and equity were applied to the complete vindication 
of letters of hypothecation in such cases as effective 
securities. Says Lord Wright: ‘“ This letter, in their 
Lordship’s judgment, constitutes a good equitable charge 
which is binding between the insolvents and the bank and 
is equally binding on the official assignee of the insolvents 
who, for this purpose, merely stands in the insolvents’ 
shoes and has against the bank no higher or better right 
than the insolvents had at the date of the bankruptcy.” 

Yet a third point was held in favour of the bank by 
Lord Wright and his colleagues: “ Even if they had got 
no pledge at law by the delivery to them of the railway 
receipts still that delivery, considered on all the facts of 
the case, was evidence of a good equitable charge at least 
as between the immediate parties, even ignoring the 
accompanying letters of hypothecation . . . Even if 
the documents of title were regarded as merely tokens 
of an authority to receive possession, it seems that their 
transfer for value by way of security for advances must 
at least raise an equity as between transferor and 
transferee entitling the latter to an order restraining 
the former from himself claiming delivery of the relative 
goods without producing the receipts. If so, the official 
assignee must be subject to the same equity.” 

The most cheering lesson to be deduced from all this 
is that we have members of an ultimate tribunal of 
appeal fully alive to the justice of protecting securities 
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that are in common mercantile use and a recognised 
form of banking facilities and accommodation. 

A not unimportant “ side-line”’ of banking business 
nowadays is trusteeships. In ordinary circumstances 
where a bank is originally contemplated as the trustee 
provision is made for proper remuneration for services, 
But there may be circumstances where a bank steps in 
at a later stage in which no remuneration can be payable. 
An attempt to deal with such circumstances failed in the 
case of Forster v. Williams Deacon's Bank Lid. decided in 
the Court of Appeal in February of this year. The facts 
are worth noting. A will had made no provision for the 
remuneration of any of the trustees and fifty years after 
the testator’s death the then sole trustee wishing to be 
discharged from the trusteeship, by deed appointed the 
bank to be sole managing trustee and custodian trustee 
and provided that the bank should receive the same 
fees for its services as custodian trustee as the Public 
Trustee would be entitled to charge if he held such an 
appointment—pursuant to the Public Trustee Act 1906. 
Two of the beneficiaries challenged the validity of this 
transaction as regarded the bank’s remuneration and the 
Court of Appeal upset the decision of Mr. Justice Bennett 
which was in favour of the bank and held that the hank 
was not entitled to charge fees. The Master of the Rolls 
stated the position as depending on the true construction 
of the deed of appointment. It is clear, of course, by the 
section relied upon that a bank as a trust corporation if 
duly appointed under it as a custodian trustee is entitled 
to the same remuneration as the Public Trustee. But 
the section contemplates that a custodian trustee involves 
also separate managing trustees. This particular deed in 
effect appointed the bank sole managing trustee under the 
will and as such entitled to no remuneration as section 42 
of the Trustee Act 1925 had not been complied with. The 
introduction of the attempted appointment as custodian 
trustee as well—so as to secure remuneration in that 
capacity was not legally possible and the provision was 
inoperative. A full report of this very interesting case is 
to be found in the “ Times’ Law Reports, Volume 51, 
at page 254. The judgments involved a careful examina- 
tion of certain aspects of trustee law which are important. 
The terms of the deed of appointment when read in 
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conjunction with the relevant statutory powers as to 
appointing a custodian trustee as set forth in this report 
will, we believe, repay perusal. 

In the case of Ecclesiastical Commissioners for England 
v. National Provincial Bank Ltd. in March last the Court 
of Appeal disallowed the contention of the bank that a 
charge under the Agricultural Credits Act 1928 gave the 
bank a right to become parties to an arbitration with the 
landlord of a holding for compensation due to the tenant 
under the Agricultural Holdings Act 1923. It will be 
recalled that by the Credits Act of 1928 a farmer may 
charge to his bank “‘ his farming stock and other agricul- 
tural assets.’”’ These last words “ other agricultural 
assets ’’ are defined in the Act of 1928, sec. 5, subsection 7, 
to mean “a tenant’s right to compensation under the 
Agricultural Holdings Act 1923 for improvements, damage 
by game, disturbance or otherwise, and any other tenant 
right.” The bank’s charge had been registered in May, 
fixed in October of the same year and a receiver of the 
assets put in under the charge. In December a receiving 
order in bankruptcy was made and the tenant adjudged 
bankrupt. The tenant had quitted the holding in October 
and the bank put in a receiver at once. On the bank 
claiming under the section cited to be entitled to the 
compensation due from the landlord to the tenant the 
claim was resisted and an arbitrator was appointed under 
the Agricultural Holdings Act 1923. At the hearing of 
the arbitration the preliminary point was taken by the 
landlords that the bank could not be “ tenants” of the 
holding under the Act and were not entitled to appoint or 
concur in appointing an arbitrator under that Act. As is 
usual in such a case the special point went to the County 
Court Judge for his adjudication. He held that the 
landlords were right and that there could be no valid 
submission to arbitration because the bank never were 
“tenants ”’ that is to say, the charge under the Agricul- 
tural Credits Act in no way vested the land nor the 
benefit of the contract of tenancy in the bank. It is not 
surprising that the bank should appeal from this decision 
which cut them out of their only chance of realising the 
“ other agricultural assets’ that undeniably were com- 
prised in their charge. 

The Court of Appeal, however, dismissed the appeal, 
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basing their decision on the view that the definition of 
“tenant ” in the Agricultural Holdings Act 1923 did not 
include a mere assign of farming stock or other agricultural] 
assets, or a person who was the assign of a right to com- 
pensation and therefore the bank were not entitled to 
proceed to arbitration with the landlords. In the very 
circumstances therefore in which the bank had to enforce 
its charge it could not do so by itself arbitrating. It is 
well for bankers in country branches to make a note of 
this case which certainly will not tend to make these 
agricultural charges more popular with bankers. But from 
a legal point of view it is difficult to quarrel with the 
decision. For, it must be observed, that a tenant making 
a claim for compensation under the Agricultural Holdings 
Act is liable to have many sorts of counter-claim made 
against him which are all included in the arbitration 
and the arbitrator has to get at the sum or balance 
that is to be paid by one party or the other. Lord 
Justice Maugham added in his judgment: “ The object 
of the bank here in bringing its claim as an assign of 
the tenant without having the trustee in bankruptcy 
or the original tenant before the arbitrator, admittedly 
has been based on the view or the hope, that the bank 
will thereby be entitled to obtain, by virtue of a charge 
or the right to compensation, payment of the amount 
due by the landlord without allowing the landlord to 
make the counter-claim which he is justified in making.” 
The same Lord Justice also warned the bank’s advisers 
that in any event an assignee of moneys to arise under 
a contract will only be entitled to them subject to the 
conditions of the contract itself. 


Obituary 


Sir Basil Blackett, K.C.B., K.C.S.L. 


One of the consequences of the financial upheavals 
caused by the war was that it developed a group of 
public servants with a wide and intricate knowledge of 
broad financial problems, who have stood the Empire in 
good stead during the difficult post-war years. They 
may be comparatively few in number, but they have 
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exercised an enormous influence, and have shown an 
ability to grapple with conditions which could not have 
been foreseen in the years before the war. One of the 
outstanding figures in this group was Sir Basil Blackett, 
whose untimely death in a motor accident occurred as 
we were about to go to press. His death leaves a gap 
which will be noticed for many years to come. 

Blackett’s career opened on familiar lines. He was 
born in 1882, and went to Marlborough and University 
College, Oxford, ending with a first in Greats and the first 
place in the Home Civil Service examinations. He went 
straight into the Treasury in 1904, and rapidly made 
his mark. His first important appointment was as 
Secretary to the Indian Finance and Currency Com- 
mission in I913—I4. 

A few months later war broke out, and almost at 
once he went to America in charge of a special mission 
to the United States Government to discuss exchange 
problems arising out of the war. A year later he returned 
to the United States as a member of the Commission 
which raised the $500 million Anglo-French loan, this 
being the first of the inter-allied debts to the United 
States. In 1917, on America’s entry into the war, he 
returned to the United States for a third time, and 
remained there until Ig1g9 as representative of the British 
Treasury. 

He came back to England to find the Treasury beset 
with a host of new problems. To facilitate their solution 
the new post of Controller of the Treasury was created, 
and Blackett was appointed to it. He held it until 
1922, and during that period he played an important 
part behind the scenes, and made his reputation as one 
of the foremost post-war financial experts. 

His main public service was to follow. Financial and 
economic conditions in India had been completely upset 
by the war, by the rise and collapse of silver prices, and 
by ill-judged monetary policy. Unrest was rife, and 
could be largely traced back to economic causes. There 
was urgent need for fundamental financial reform, and 
for the man to carry it through. 

In 1922 he became Finance Member of the Viceroy’s 
Council, and he held this post until after the introduction 
of the budget of 1929. This was an almost unprecedented 
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period, and in spite of the Herculean nature of his task 
and the intense opposition with which at times he was 
faced, he carried through a whole host of reforms. He 
put through a programme of economy, he abolished the 
excise duty on Indian cotton goods, he relieved the 
provinces of their liability to contribute to the central 
budget, and he made railway finance independent of the 
budget. All these greatly improved India’s credit, and 
paved the way for the conversion of her debt. 

On his return from India Blackett left the public 
service for the City. His election to the Court of Directors 
of the Bank of England represented one of the earliest 
efforts of Mr. Norman to broaden the basis of the Court. 
Shortly afterwards Blackett became Chairman of the 
Imperial and International Communications Company, 
which arose out of the Government's merger of the leading 
British cable and wireless companies. This imposed 
upon him a new task, whose solution he found to be less 
easy. He also assumed other directorships. In 1932 he 
made an attempt to enter politics when he stood as 
Independent Conservative candidate in a bitterly con- 
tested by-election in St. Marylebone. He was un- 
successful, and his defeat came as a keen disappointment 
to him. Looking backwards, his work in India repre- 
sented the zenith of his career. He did not carry quite 
the same weight in the City as in his days of public 
service, and the world may have lost rather than gained 
through his departure from the Treasury. 

We have formed this impression partly because of 
the elasticity and adaptability of his mind. At the 
Treasury just after the war and again in India, he was, 
on the whole, an adherent of orthodox monetary theory, 
and was inclined to belong to the “ hard money ”’ school. 
Our departure from gold in 1931 brought with it a radical 
transformation of his opinions. Henceforward he 
regarded the stability of sterling in terms of commodities 
rather than gold as being our real aim, and in his book 
‘Planned Money,” which appeared in 1932, he developed 
his views in some detail and along radical lines. _Inci- 
dentally he then coined the phrase “ sterlingaria,” which 
has since become known all over the world, and which 
has probably been passed to limits far beyond what 
Blackett intended. On questions of home finance he 
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displayed equal adaptability, and some months ago it was 
an open secret that Mr. Lloyd George freely consulted 
him when preparing his “new deal” proposals. One 
cannot but regret that he had ceased during the past 
six years to be in a position to take an active part in 
framing Treasury policy and in giving direct advice to 
the Government. 

In private conversation Blackett always had some- 
thing interesting and apposite to say. He was quick 
to raise an unnoticed point or to detect a flaw in an 
argument, but he also did so in such a way as to leave 
solely a feeling of pleasure behind him. At informal 
meetings he was quick to catch and interpret the exact 
atmosphere, and, unlike some authorities, he was never 
unduly assertive in expressing his views. He has left a 
wide circle of friends, including many who are concerned 
in the economic problems of the day. All will feel the 
poorer for his loss, for even if they were not in agreement 
with him they drew continual benefit from his friendship. 





















Mr. P. N. Caridia 


WE regret to announce the death of Mr. P. N. Caridia, 
the General Manager of the Ionian Bank, Ltd., who died 
in Switzerland on July 29, 1935. 







Appointments and Ketirements 






Bank of Ireland 


| Mr. G. H. Tulloch, a partner in a firm of accountants 
in Dublin, has been elected a director. 









Chartered Bank of India, Australia and China 


Mr. J. L. Crockatt, Chief Manager, retired at the end 
of August. In his place, Mr. A. H. Ferguson has been 
appointed Chief Manager and Mr. W. B. White, Second 
Manager. 

_ Mr. Crockatt began his banking career with the 
National Bank of Scotland in Dundee in 1890, and 
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joined the Chartered Bank of India, Australia and 
China in 1895. In 1898 he went to the Singapore branch 
and also served in Bangkok, Ipoh, Kobe, Medan, Saigon 
and Hong Kong. In 1923 he was appointed Sub- 
Manager at the London office, being appointed a Manager 
in 1932 and Chief Manager in 1934. 

Owing to Mr. Crockatt’s retirement from the Chair- 
manship of the British Overseas Banks’ Association, Mr. 
Crawfurd Gordon, London Manager of the Canadian 
Bank of Commerce, has been elected Chairman. 














The Imperial Bank of Iran 


Mr. E. M. Eldrid has retired from the post of Manager 
and Secretary at the London office but will retain his 
seat on the Board of Directors, to which he was appointed 
in October, 1934. Mr. Eldrid entered the bank’s service 
in 1893 and joined its foreign staff in 1897. In Ig2r he 
was appointed Sub-Manager in London, in 1927 he took 
over the Secretaryship, and in 1930 succeeded Mr. S. F. 
Rogers in the post of Manager. 

Mr. F. Hale, who succeeds Mr. Eldrid as Manager and 
Secretary, joined the bank in 1907 and was appointed 
Assistant Sub-Manager in London in 1928 and Sub- 
Manager in 1930. Mr. F. A. Ayrton, who succeeds 
Mr. Hale as Sub-Manager, joined the Bank in Igo9. 
















American Banking 





By a Correspondent 


HE net demand deposits of weekly reporting 
member banks of the Federal Reserve System 
reached a record high level in July, for they rose 
above $15,500,000,000, which represented a gain of about 
$2,800,000,000 in the past year. At the same time the 
total loans and investments of these banks declined further 
during the month, and were at the close of July less than 
$750,000,000 above the level of the previous year. 
The principal changes shown by the reporting banks 
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in gI leading cities on July 31, compared with a month 
ago and a year ago are as follows: 
(In millions of dollars) Increase or Decrease 
since 
July 31, June 26, Aug. 1, 
1935 1935 1934 


Net demand deposits ... in ses 15,517 +94 + 2,772 
Total loans and investments ... nn 18,507 —156 + 745 
Loans on securities... an jen 2,967 — 94 — 391 
Other loans ton en sain a 4,360 —123 — I55 
U.S. Government direct obligation ... 7,380 — 27 + 702 
Other securities os as 3,800 + 88 + 589 


In July the volume of excess reserves of all member 
banks underwent a considerable change, owing to the 
retirement by the Treasury of $600,000,000 of 2 per 
cent. consols which had been the principal securities 
eligible for use in issuing national bank notes. Neverthe- 
less by the end of the month the total of excess reserves 
was close to the record high figure of $2,510,000,000, 
or slightly better than Io0o per cent. over legal excess 
requirements. 

The retirement of the 2 per cent. consols on July 1, 
and of $75,000,000 of Panama Canal 2 per cent. bonds on 
August I, completed the first stages of the Treasury’s 
programme for eliminating national bank notes from the 
currency system. There remain outstanding, however, 
some $750,000,000 of this currency, although liability 
for it has been transferred from the issuing banks to the 
Treasury. The notes are to be retired gradually as they 
come into the banks from circulation, and for this purpose 
the Treasury, will make use of a portion of the so-called 
gold profits, accruing from the devaluation of the dollar. 
The result is expected to be further gradual additions to 
the volume of bank reserves, unless other factors appear 
to offset this movement. 

Money rates in the New York market were mostly 
unchanged during July, but the average rate charged 
by the large New York institutions on commercial loans 
to customers declined slightly from 1-79 per cent. at 
the end of June to 1-71 per cent. 

The controversial banking bill was passed by the 
Senate on July 26 in substantially the form in which it 
had been reported out by Senator Glass’s sub-committee. 
In this form it differs radically from the form in which the 
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bill was passed by the House on May g. A compromise 
in conference is now looked for, the upshot of which is 
expected to be a fairly workable measure. With this 
measure and the equally controversial utilities bill both 
in conference, the attention of the financial community 
is centred upon the new tax bill, designed to increase the 
levies upon large private incomes and inheritances and 
upon large corporate earnings. In spite of a concentrated 
opposition from business and financial leaders, backed 
up by influential sections of the press, the tax bill appears 
certain of enactment, having already been passed by the 
House. 

In the face of the outcry against recent and pending 
legislation business is showing definite signs of improving, 
and corporation earnings reports for the second quarter 
of the year have been surprisingly good and have resulted 
in increased dividend declarations by a number of 
important corporations. The securities markets have 
shown marked advances with the usual marked effects 
upon the frame of mind of business executives and 
bankers. It is noteworthy, however, that the gains 
reported by industry appear to have had no noticeable 
influence upon the volume of unemployment, but have 
apparently resulted chiefly from increased operating 
efficiency, including labour-saving devices. 

Expectations of progress in the direction of currency 
stabilisation which became fairly lively among American 
bankers a short time ago have undergone a decided 
reversal in recent weeks, due in part to inquiries made 
abroad by leading financiers. Bankers have returned 
from England convinced that there is little prospect of 
interesting the British Government in stabilisation pro- 
posals and with modified opinions upon the likelihood 
of an early breakdown of the gold-standard in France 
such as might force the issue. 

The New Deal received another important set-back 
in the courts during July when the Federal Circuit Court 
of Appeals, the second highest court in the country, ruled 
unconstitutional the Agricultural Adjustment Act, the 
keystone of the Roosevelt Administration’s farm policy. 
The decision of the court, similar in scope to that of the 
Supreme Court invalidating the N.R.A., but subject to 
review by the Supreme Court, came at a time when a 
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concerted attack upon the A.A.A. was going forward in 
all sections of the country. A wide-spread strike against 
the processing taxes levied upon packers and food 
processors to finance the bonus payments to farmers for 
crop and live-stock curtailment is going on and receipts 
from such taxes are estimated to be 40 per cent. in 
arrears. A final test of the law is scheduled to take place 
when the Supreme Court meets again. 

Spurred on by the President’s “ tax-the-rich”’ pro- 
gramme and by this latest legal set-back to the New 
Deal, political opponents of the Administration have 
begun an attack upon it such as might ordinarily be looked 
for only in an election year. There is no evidence, 
however, that this attack has materially weakened the 
Roosevelt Administration with the country at large. The 
entire financial community, the great majority of business 
leaders and most of the conservative press were, of 
course, lost to him long since. It is apparent that next 
year’s Presidential campaign will be one of unusual 
intensity and will, in all probability have an early start. 


French Banking 


By M. Mitzakis 


HE improvement in the French money market 
which already began to manifest itself in June 
became distinctly accentuated in July. On two 
occasions the Bank of France was able to lower its 
re-discount rate, first from 5 to 4 per cent. and then 
from 4 to 3} per cent., thus causing a general decline in 
short term money rates. On August 8, the Bank rate 
was further reduced to 3 per cent. In actual fact, these 
reductions were not perhaps justified by the technical 
position. Apart from the last reduction, the Bank rate 
was lowered at a time when the market rate of discount 
was still in the vicinity of the official rate and the banks 
were continuing to avail themselves of the Central Bank’s 
facilities. Besides, the trend of the international gold 
movement has not become reversed. Although the Bank 
of France has ceased to lose gold, it has been unable to 
recover the heavy losses suffered in May. 
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Nevertheless, the authorities considered it justifiable 
to relax the strict credit conditions which were imposed 
upon commerce and industry at a moment when the 
position of the franc was threatened. Given the fact 
that the monetary danger was removed, they considered 
it their duty to discontinue imposing rates which con- 
stituted a crushing burden for French trade and which 
were paralysing recovery. The Bank of France cannot, 
therefore, be blamed for having disregarded exceptionally 
the traditional rule according to which the Central Bank 
should follow the market rate instead of influencing it. 
In fact, the reduction of the Bank rate produced a very 
good effect, for the market rates showed immediately a 
corresponding decline without causing the least increase 
in re-discounts. 

The following table indicates the development of the 
French money market in July, 1935 :— 

End of Endof End of 
May, June, July, 
1935 1935 


0/ oO 
0 


~ 
rs 


Banque de France, rediscount rate “ 6 
Market rate of discount .. 54 ‘3 ) 
Day-to-day money wa as - 53 
Loans on Bons de la Défense Nationale :— 
Market rate for 1 month _ ie 6} 
Market rate for 3 months . 
Rates of loans on securities : 
On the Parquet aK wi a 7 44 
On the Coulisse os ss wi 8} 74 


While the official re-discount rate declined from 6 to 
3$ per cent., the market rate of discount fell from 6 to 
34 per cent. The rate for day-to-day loans dropped 
from 5? to 34 per cent. On the market in loans against 
bons de la défense nationale, the improvement was 
equally marked. The rate for one month’s loans declined 
from 6} to 3} per cent., while the rate for 3 months’ 
loans which were suspended at the end of May, was 
quoted at 3}2 per cent. at the end of July. On the 
Bourse the rate for loans on the parquet declined from 
7% to 3 per cent., and on the coulisse from 8} to 6 per 
cent. 

This improvement in the money market was not 
accompanied by any noteworthy increase of re-discounts 
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and advances of the Bank of France. It is true that the 
end-of-month returns of the Bank do not refer each 
month to exactly the same date, and so are not strictly 
comparable. Nevertheless, the comparison between the 
last return for May and the last return for July shows 
that during these two months, re-discounts increased 
from 7,360 millions to 7,524 millions, and advances on 
bullion increased from 1,179 to 1,197 millions. On the 
other hand, advances on securities declined from 3,371 
millions, to 3,171 millions, and thirty-days’ advances 
declined from 937 millions to 693 millions. The decline 
in this latter item, which is in close contact with the 
money market, is particularly characteristic of the im- 
provement in the supply of funds. 

The following table shows the changes in the Bank 
return :— 




















End of Endof End of 
May, June, July, 
1935 1935 1935 


(Millions of francs) 

























ASSETS. 

Gold Reserve aie “ hs 71,779 71,017 71,277 
Foreign Exchange reserve » (total) ni 1,926 987 1,017 

Sight = es ‘9 i “ 976 7 

Time ~~ i ‘i si = 950 979 ~—s', 008 
Discounts (total) .. - ia _ 7,300 8,245 7,524 

Bills on France .. re . 7,137. 8,022 7,301 

Bills on Foreign countries ee i 223 223 223 
Advances on bullion i wa ie 1,179 6.:«1, 168 ~—si1,, 197 
Advances on securities .. i es 3,371 3,277 3,171 
Advances up to 30 days .. zs 937 735 693 
Bonds of the Caisse Autonome .. és 5,805 5,085 5,805 














LIABILITIES. 












Note circulation .. ie 82,776 82,099 81,128 
Current and deposit accounts (tot: ee 15,085 13,951 14,331 
Of which— 
Treasury as - we 159 166 163 
Caisse Autonome a oy - 2,011 2,816 3,078 
Private accounts a rhe at 12,106 10,721 10,880 
Sundry .. ha - i 209 248 210 
Total of sight liz rbilities .. - as 97, 2) 96,051 95,458 
Percentage of gold cover ; -» 73°35% 73°94% 74°67% 





The gold reserve which fell during June from 71, 779 
millions to 71,017 millions increased slightly in July to 
71,277 millions. The increase was insignificant and was 
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far from offsetting the loss of g milliard francs of gold 
registered during May. The outflow of gold has never- 
theless been checked. The tendency of the franc has, 
in fact, improved and there was no need for the Bank of 
France during this period to defend the exchange by 
sales of gold. Its position ceased, therefore, to weaken, 
In fact, it has even slightly improved, for there was a 
fairly substantial reduction in its sight liabilities. The 
note issue declined from 82,776 millions in May to 81,128 
millions in July. Current accounts and deposits declined 
simultaneously from 15,085 millions to 14,331 millions. 
Thus, the total sight liabilities declined from 97,861 
millions in May to 95,458 millions in July. Thanks to 
this contraction, the reserve ratio increased during the 
two months from 73°35 per cent. to 74-67 per cent. 
It is still very far from the 80 per cent. which was the 
reserve ratio before the attack on the franc in May. It 
is, however, sufficiently high and is also above the normal. 

It is possible that the situation of the Bank of France 
will strengthen in the course of the next weeks. It ought 
to be borne in mind that the major part of French capital 
has not been repatriated. The increase in the Bank of 
France’s rate to 6 per cent. checked the outflow of funds, 
but did not stimulate a return of capital which was sent 
abroad prior to this. The absence of repatriation is due 
to fears as to the future of the franc. Confidence has not 
returned. The French public has been disappointed so 
often during past years by the inefficiency of financial 
measures taken by the Government that it doubts the 
success of the work of reconstruction undertaken by the 
Laval Government. It ought to be recognised, however, 
that the measures taken recently by the French Govern- 
ment were much more severe than those which were 
taken previously. This time the authorities did not seek 
subterfuges. They did not endeavour to disguise the 
deficit by book-keeping increase of receipts or by an 
illusory reduction of expenditure. They delivered a 
frontal attack on the problem. By a series of decrees 
the Laval Government obtained substantial economies. 
Salaries and interest on Government loans were cut by 
10 per cent. The price of gas, electricity and coal was 
reduced. There was a compulsory reduction of rents by 
10 per cent. The result was a decline in expenditure of 
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over 7 milliard francs, accompanied by a decline in the 
cost of living. 

Doubtless the Government’s decision is not above 
criticism. The reduction of rents was due not so much 
to financial as to political considerations. It is calculated 
to induce the public to accept the cut of salaries and 
interest. It is none the less true that on the whole these 
measures improved considerably the financial situation 
of France and if they have not solved completely the 

roblem of restoring budgetary equilibrium they have 
Facilitated to a large extent the solution. There are few 
countries which could boast of having obtained in three 
years such heavy cuts in expenditure as France. This bud- 
getary deflation has considerably improved the Govern- 
ment’s credit and strengthened the technical position 
of the franc. 


German Banking 

HE position of the Reichsbank continued to develop 
under the influence of the public works policy. 
The increase of production and incomes brought 
about by that policy resulted it is true, in a substantial 
increase of taxation receipts, but the increase of public 
expenditure was much larger. As is well known, part of 
the expenditure was financed through employment 
creating bills and part through the issue of medium and 
short-term Treasury bills. As the improvement in 
trade resulted in an increase in liquidity, the possibilities 
of placing such Treasury bills have so far been very 
favourable, and are likely to remain so since private 
demand for capital is not very heavy and is kept in the 
background through the embargo on new issues 1n favour 
of public loans. Moreover, owing to the decline of raw 
material stocks, noticeable in various branches of trade, 

financial resources have become released. 
Notwithstanding these factors, the increased require- 
ments of trade manifested themselves also in the position 
of the Reichsbank. During the first three weeks of July, 
the decline in investments was larger than the increase 
before the turn of the half year, but by the end of July 
it was considerably higher than in 1934. The increase of 
investments at the end of July amounted to 473-6 million 
reichsmarks against 589-1 million at the end of June. 
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At the end of July, 1934, the increase was 351 millions 
and at the end of June 1934, 570 millions. As a result 
of larger trade demands, the increase was particularly 
pronounced this year in discounts, while it was smaller 
in advances on securities and in Treasury bills. The totals 
are, however, hardly larger than a year ago. At the end 
of July, 1935, the amount of discounts, Treasury bills and 
advances was 3,891 million reichsmarks against 3,440 at 
the end of July 1934. Securities eligible for note cover 
were at 337 against 390 millions, lower than a year ago by 
53 millions. The position of the Reichsbank has been 
considerably influenced by the fact that some of its 
associated institutions have taken a hand in financing 
employment creating work. This is true especially of the 
Gold Discount Bank. In May 1935, it obtained the 
authority to issue bills in order to provide the market with 
short-term investments. The circulation of these bills has 
increased rapidly. In May 202 million reichsmarks were 
issued, in June 156 millions and in July 188 millions, so 
that by the end of July the total outstanding was 546 
millions. During August it must have increased further. 
The Gold Discount Bank which has some creditors of a 
special nature (for instance, the Verkehrs-Kreditbank, 
which is the bank of the State Railways, leaves part of its 
liquid resources on deposit with the Gold Discount Bank) 
has obtained substantial deposits during the last few 
months. They amounted to 402 millions at the end of 
July against 102 millions at the end of May. The amounts 
obtained through the placing of bills were re-invested in 
Treasury bills and other bills, the total of which amounted 
to 1,101 millions at the end of July against 464 millions 
at the end of May. A large part of the Gold Discount 
Bank bills was taken over in May by the Conversion 
Office for German External Debt which accumulates the 
interest and sinking fund amounts which are held up by 
the transfer moratoria. In June and July, however, this 
institution did not buy any more bills, so that the newly 
issued amounts were placed in the open market—unless 
some of themwere taken over by the German Clearing office 
which does not publish returns. The issue of bills by the 
Gold Discount Bank means that the financing of public 
works was partly diverted from the Reichsbank. It is 
believed that of the total of 3-8 milliard reichsmarks of 
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bills held by the Reichsbank, about 3 milliards are public 
works bills, Allowing for the holding by allied institu- 
tions, the amount increases to 34 milliards, while about 
14 milliards are held by banks or other holders. The 
banks and private holders have contributed towards the 
financing of public works also through taking up Treasury 
bills. By the end of May, 1,954 million reichsmarks of 
Treasury bills were outstanding against 579 millions at the 
end of 1932. 

During the past month, the Reichsbank was able to 
increase its small note cover. The return for July 15 
shows an influx of gold and foreign exchanges of 12-47 
million reichsmarks which was obtained through the 
meeting of maturing bills by Russia. On August 7, the 
gold stock increased by another 10-64 millions, which 
was also due to an influx from abroad. Of the influx the 
Reichsbank placed some foreign exchange at the disposal 
of importers, whose requirements remain large. On 
August 7, 1935, the gold and foreign exchange reserves 
amounted to 110 million reichsmarks against go millions 
on July 6 and 78 millions on August 7, 1934. 

The Conversion Office for German External Debt 
obtained in consequence of the transfer moratoria a 
further increase in its resources. In July its liabilities 
increased from 355 to 380 millions. The amount of 
scrips declined from 47-8 to 42:6 millions. Investments 
increased from 172 millions to 181 millions, while deposits 
with the Reichsbank increased from 176 millions to 188 
millions by the end of June. 

The returns of the German Banks show a further 
increase of their liquidity as a result of the revival of trade. 
The creditors of the five leading Berlin banks increased in 
June by 79 million reichsmarks against a decline of 29 
millions in May. The decline in foreign credits continues. 
In consequence of the demand for registered marks during 
the tourist season, these credits declined in June by 16 
million reichsmarks. While foreign credits declined, 
foreign reichsmarks balances increased in consequence of 
the working of the clearing agreements. The easier 
credit conditions found expression in an increase of home 
deposits and in a decline of loans. On the assets side, 
the re-shuffling of various items continued; discounts 
and holdings of bonds increased considerably. 
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Latin America 
By a Correspondent 
Toe comprehensive laws for banking and financial 


reform in the Argentine have been given speedy 

effect. The nucleus of these laws was the estab- 
lishment of a new Central Bank—styled Banco Central 
de la Republica Argentina—and this institution duly 
commenced operations on June 6, 1935. The Bank is to 
absorb as rightful part of its functions those formerly 
appertaining to sundry autonomous bodies, such as the 
Rediscount Committee, the Redemption Board, and the 
Conversion Office, all of which as such ceased to exist 
on May 31 last, while a general superintendency of the 
Argentine banking industry will also be exercised. 

On May 18, the Argentine Government issued a 
Decree which fixed May 31 as the date for carrying out 
the operations necessary for the constitution of the 
Central Bank, and the first consideration was the taking 
over of the Republic’s note issue from the Conversion 
Office and the necessary revaluation of the gold reserves 
also transferred. Under the terms of the Conversion 
Law No. 3871 of 1899, the Conversion Office—which 
cared for Argentine’s note issue—was legally obliged, 
under the dual system of currency, to exchange on demand 
gold for paper or vice versa at the fixed legal ratio of 
44 pesos gold = 100 pesos paper. The delivery of gold 
against paper, however, had been suspended since 
December, 1929, from which date the large gold stock— 
amounting at end-May, 1935, to 246,842,668 pesos 
(gold)—had been immobilised so far as convertibility 
into notes was concerned. Under recent legislation, the 
transfer of the Conversion Office gold to the Central 
Bank was to be effected at a rate not to exceed 43,000 
paper pesos per standard bar of fine gold weighing 
12-441 kilogrammes (400 ounces troy). The valuation 
was actually effected at 42,512- 3422 pesos paper—almost, 
it will be noted, the maximum legal limit—which, at a 
gold price of 142s. per ounce, is equivalent to 15 paper 
pesos per £ paper. In other words, for the purpose of 
revaluing the gold reserve, the Conversion Law ratio has 
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been lowered from 44 cents (gold) to 20-1773 cents (gold) 


per 100 cents (paper). 
The fixed price at which the Argentine Exchange 


Control buys all export bills is 15 paper pesos per £ paper, 
so that it will be seen that the revaluation of the gold has 
been based on the present official sterling value of the 
Argentine peso. In transferring to the Central Bank 
also the Exchange Profits Fund and the Fund of Foreign 
Currencies, it is again stipulated that this shall be on the 
same basis, 7.e€. 15 paper pesos per f sterling, or approx- 
imately 25 paper pesos per sovereign. 

While the revaluation fixes a theoretical exchange 
parity for the peso in relation to gold, it must be 
emphasised that no change has been made in the present 
system operating in the Argentine exchange markets. 
Indeed, the clause in the Central Bank Act providing for 
note convertibility is expressly suspended until decreed 
later, and official Argentine utterances have made it 
clear that the Republic will not legally stabilise the 
currency until the leading world currencies are also 
stabilised. Every indication points, therefore, to ex- 
change control and the prior import permit system 
continuing meantime. 

The book-keeping profit resulting from the revaluation 
of the gold resulted in a total accretion of around 7o1 
million paper pesos, which was used towards liquidating 
the Government’s Floating Debt, as well as (a) the 
Government’s share—one-third, or 10 million pesos—of 
the capital of the Central Bank; (5) the total capital of 
the Banks Investments Mobilising Institute—.e. the 
Institute which is to liquidate frozen bank assets—1o mil- 
lion pesos; and (c) the transfer to that Institute of 
380 million pesos to be used partly for taking over 
rediscounts held by the Conversion Office and partly 
towards the Institute’s reserves. 

_ In a communiqué of June 5 last, the Minister of 
Finance stated that the Floating Debt which at the 
beginning of 1935 stood at 818,109,200 pesos had been 
reduced to date to as low as 109,100,000 pesos, partly 
out of funds derived from the revaluation of gold and 
partly from consolidation operations. The communiqué 
stated that Treasury Bills would reassume their true 
character of instruments for temporary financing of the 
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Treasury and for the temporary investment of the 
surplus funds of the banks. 

The Decree of May 18 last was of a comprehensive 
nature and included inter alia provisions relative to the 
issue and circulation of currency by the Central Bank, 
as well as in regard to the functions of that Institution 
as financial counsellor and agent to the Government. 
There can be little doubt that the new Bank should 
exercise a beneficial and stabilising influence in Argentina’s 
future economy. 

During the first six months of 1935, the total value of 
Argentine exports was 16 per cent. over that for the same 
period of 1934. In June, however, there was a seasonal 
retardation of the upward trend in the export trade, 
due to a general decline in prices of agricultural products. 
Moreover, considerable anxiety exists regarding the 
growing crops of wheat, linseed, and oats, due to drought, 
and it is already apparent that despite recent rains 
the area sown for Argentina’s autumn harvest will be 
well below average. These considerations would in 
ordinary times have given rise to preoccupation regard- 
ing the future of Argentine exchange. U nder. the 
present régime, however, official intervention is possible 
in both the “ free’ and official markets to stabilise the 
rate—particularly now that the new Central Bank is 
functioning—so that the course of exchange cannot be 
judged by normal standards, and, in fact, both rates 
continue very steady, with a margin between them of 
some g per cent. 

In Brazil, banking business becomes increasingly 
difficult, chiefly by reason of the frequent changes in the 
exchange regulations and advanced social legislation. 
The freedom restored to the exchange market on 
February 12 has, as anticipated, proved short-lived, and 
on June 28, 1935, restrictions were again imposed on the 
supply of exchange to cover remittances abroad. 
Apparently the quotas of export exchange of 35 per cent. 
for official purposes and 65 per cent. for the “ free” 
market are still maintained, but, whereas between 
February II, 1935, and June 28, 1935, remittances 
abroad could be met out of the 65 per cent. quota of 

‘free ’’ exchange without the necessity of prior authorisa- 
tion, the position, it would appear, has in this respect 
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reverted to that previous to May, 1934, when the authority 
of the Exchange Control was necessary before remittances 
abroad could be made. It therefore seems that the 
disposal of the 65 per cent. of so-called “‘ free ’’ exchange 
is in fact no longer free, but is controlled by the Fiscalisa- 
tion Department, with many technical difficulties placed 
in the way of banks providing exchange cover. In view 
of the unbalanced Federal fiscal position, the decline in 
exports and the further attempts envisaged at artificially 
sustaining coffee prices with the attendant large expense, 
the outlook for Brazil at the moment is not encouraging. 
Freedom in the exchange markets continues in the 
Republics of Guatemala, Peru, Salv ador, and Venezuela, 
but, in the Central American “ coffee ’’countries generally, 
exchange and general financial conditions are difficult by 
reason of the decline in coffee exports mainly due to 
German quotas. The steady recovery in Chilean con- 
ditions should continue by reason of the further agreement 
for three years between the Chilean nitrate producers and 
the synthetic fertiliser manufacturers, the cartel providing 
for agreed quotas, prices, etc. This should enable Chile 
to consolidate and extend the improvement in sales of 
nitrate effected last season. There was a decided increase 
in Chilean imports in the first four months of 1935 
compared with 1934, this being undoubtedly due to 
heavy imports of machinery, etc., for the new national 
industries, which are accorded exchange preference, but 
the ‘“‘export’’ rate continues very steady at around 
120 pesos per f sterling. The liberality of the banks in 
Chile in granting credit has contributed largely to the 
country’s emergence from the economic depression, the 
total of credit operations of the commercial banks in 
April, 1935, being higher by almost go million pesos than 
the peak figure previously recorded in March, 1930. 
The very large surplus cash holding which the banks had 
accumulated owing to inflation has been greatly reduced 
and aggregated in May, 1935, some 40 million pesos, 
which was less than the average excess cash holding of 
the banks for the three years 1927-2 As a result of 
this monetary tendency, the Comes Bank on July 12 
raised its rates of discount from 53 to 6 per cent. to the 
public and from 4 to 44 per cent. for bank rediscounts. 
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International Banking Review 


ITALY 

Y royal decree the legal minimum gold reserve ratio 
B of the Bank of Italy has been suspended. The 
official explanation of this decision was that the 
Government intended to draw upon its gold stock in 
order to repay the arrears of commercial debts abroad, 
amounting to some 500,000,000 lire. The announcement 
was followed by a slump in the lira but the authorities 
soon recovered control over the market, and ever since the 
lira has been maintained at 124 in Paris. Discount on 
forward lire which at one time widened to six lire for 
three months, became narrower when the market realised 
that the collapse of the lira was not imminent. As a 
result of the decline of the gold reserve and of the increase 
of the note circulation, the reserve ratio has dropped to 
37 percent. The Bank of Italy has raised in consequence 

its re-discount rate from 3% per cent. to 44 per cent. 


SWITZERLAND 


The half-yearly bank figures show a_ considerable 
decline in deposits of every kind. This was due in part 
to the withdrawal of foreign balances and in part to the 
lack of Swiss capital. While some of the banks met the 
withdrawals partly by calling in credits, some of them 
preferred to pay out of their cash reserves. The Crédit 
Suisse for instance met the withdrawals entirely out 
of its cash supply, which declined from over 200,000,000 
to 60,000,000 Swiss francs during the first half of the 
current year. It is understood that the Swiss banks 
have made considerable efforts lately to reduce their 
German commitments, even if in doing so they had to 
cut substantial losses. Their sales of registered marks 
are regarded as the main cause of the weakness of that 
currency. 

Confronted with the shrinkage of their deposits, the 
Swiss banks decided to pay once more } per cent. interest 
on current account balances as from August I, 1935. 
For nearly three years their foreign correspondents 
received no interest on their balances, and in the case of 
new private accounts, the Swiss banks charged, at one 
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time, an interest in order to discourage an unwanted 
influx. Even as recently as May, the withdrawal of 
foreign balances was welcomed by the Swiss press as 
progress in the right direction, but apparently Swiss 
banks now consider it desirable to try to attract foreign 
deposits by allowing interest. 

It was officially announced that the Banque Cantonale 
de Neuchatel had got into difficulties owing to heavy 
withdrawals of deposits. The Federal Council has agreed 
to advance 15,000,000 francs to cover the bank’s losses. 
This advance will subsequently be repaid by the Canton 
of Neuchatel. The bank’s finances were reorganised as 
recently as 1930, when it sustained a loss of some 
17,000,000 francs. The Banque Wever of Basle which 
suspended payments on June 21 was granted a morator- 
ium for twelve months. The well-known Geneva private 
banking firm, Miney and Company, became insolvent. 
Bankruptcy proceedings have been initiated and criminal 
charges have also been raised. Six arrests have been 
made in connection with the losses suffered by clients of 
the Realkredit-und Verwaltungs A.-G and Kontroll-und 
Organisations A.-G. of Zurich which are alleged to have 
been carrying on their business on a fraudulent basis. 
Losses sustained by clients run into hundreds of thousands 
of francs. Both firms specialised in the sale of foreign 
exchange and bonds and shares. 

It has been decided to stop the judicial enquiry in 
respect of several former directors of the Banque 
Populaire Suisse. The subject of the enquiry was 
connected with the issue of founder’s shares in 1930 and 
1931. The reorganised Banque Populaire Suisse will, 
however, continue its civil action against its former 
directors. 

HOLLAND 

The political crisis resulted in a heavy flight of 
capital from Holland, inflicting upon the Netherlands 
Bank substantial losses of gold. The Dutch Banks 
resorted to their customary tactics of discouraging the 
sale of forward guilders by refusing to buy them unless 
the transaction was of a genuine character. At the 
same time, the Netherlands Bank raised its re-discount 
rate. following upon the reconstruction of Dr. Colijn’s 
cabinet, the crisis subsided, and the Netherlands Bank 
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succeeded in recovering a small part of the gold it lost. 
In order to increase its gold reserve it took over some of 
the gold of the Java Bank and it is also said to have 
bought gold at a premium. Whether in consequence of 
these purchases or of the uncertainty that continued to 
prevail to some extent, the guilder depreciated once more 
to gold export point in relation to the French franc, and 
the Netherlands Bank lost some of the gold it recently 
recovered. 
SWEDEN 

The merger of the Aktiebolaget Sydsvenska Banken 
and the Aktiebolaget Skaanska Banken, foreshadowed in 
the May issue of THE BANKER, has now become operative, 
and the number of Swedish joint stock banks has now 
been brought down to 28. The new bank, which has 
taken the name of Aktiebolaget Skaanska Banken, has 
a capital stock of Kr. 17,000,000 and a Reserve Fund 
of Kr. 3,400,000, with total assets amounting to 
Kr. 174,900,000. Whereas the former Sydsvenska 
Banken has not paid dividends for the last 3 years, the 
former Skaanska Banken has paid regularly 6 per cent. 
Although the bank has an office in Stockholm, the head 
office is in Malmoe, the banks main activity being located 
to the South of Sweden. 

The slight contraction which the Swedish money 
market underwent at the turn of the half-year gave way 
in July to a new abundance of money. A new issue of 
three months Treasury Bills to an amount of Kr. 
20,000,000 was allotted at 0-374 per cent, the lowest rate 
so far recorded in this country. Joint stock banks 
deposits with the Riksbank increased during July by 
Kr. 110,000,000 and amounted on July 31st to Kr. 
272,800,000. Even the total of deposits of the 28 joint 
stock banks has shown an increase of Kr. 86,000,000 
amounting on July 31st to Kr. 3,691,000,000, while cash 
items increased by Kr. 100,000,000 to Kr. 398,000,000. 
Credits have on the other hand fallen off by Kr. 27,000,000 
to a total of Kr. 3,885,000,000, due to a contraction of 
the home bills portfolio. 

Taking together the Riksbank and the 28 joint stock 
banks, their balances with foreign banks plus holdings in 
foreign bills and bonds have undergone a new increase of 
Kr. 23,400,000 to a total of Kr. 921,400,000 as against a 
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Correspondent Banks 


Nearly a century’s accumulated experience and 
conservative progress have qualified the West- 
minster Bank to offer its characteristic services 
as a London correspondent to foreign and 
colonial business establishments. Its branches 
form a wide network extending over the whole 
country, and the services of the entire system 
are available to clients abroad, so that with a 
minimum of formality and delay, arrangements 
can be made for the payment of Drafts, Letters 
of Credit, or Cheques, in any part of the 
British Isles. 


Conversely, with a few unimportant exceptions, 
there is no country in the world possessing a 


marketable currency in which the Westminster 
Bank does not maintain current accounts, 
through which it can effect world-wide transfers 
of funds with the utmost dispatch. The Foreign 
Exchange Department is kept in direct touch 
with the market by means of a private telephone 
exchange of a highly modernized type, which 
ensures that no order or inquiry from abroad 
is held up on account of the congestion of 
business. 


Banks or merchant houses wishing to establish 


a London connexion are invited to communicate 
with the Manager 


WESTMINSTER BANK 


LIMITED 


Foreign Branch Office: 41 Lothbury, London, E.C.2 
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balance due to foreign banks of Kr. 96,600,000. Thus 
there is now a Swedish credit balance of Kr. 824,800,000, 
against one of Kr. 800,700,000 a month earlier. Yet the 
foreign trade balance has continued to show an excess of 
imports, with exports declining on account of smaller 
shipments of wood goods. 


AUSTRIA 


The last quarterly report of the League of Nations 
representative, M. Rost van Tonningen, expressed very 
favourable views of the Austrian banking situation. 
The liquidity of the amalgamated Creditanstalt-Wiener 
Bankverein is good. The liquidation of foreign assets 
has made further progress. Liabilities in foreign ex- 
change have been reduced to some 10,000,000 schillings. 
The management is endeavouring to liquidate the bank’s 
participation in industrial enterprise. The report states 
that genuine deposits are now covered almost to the 
extent of 100 per cent. by liquid assets. This strong 
position could only be secured by sacrificing some of the 
bank’s earning power. The management has tried, 
therefore, to reduce interest paid on deposits and overhead 
expenses. While the bank has reduced its industrial 
banking activities, it has tried to increase its commercial 
banking business. The Osterreichische Industriekredit- 
Aktiengesellschaft, which carries the industrial assets of 
the Niederosterreichische Escompte-Gesellschaft shows a 
deficit for the past year, but it has been offset by the 
decision of the National Bank to reduce its own claims 
for interest. The Zentral-Europaische Landerbank has 
always maintained a very high liquidity and has, there- 
fore, been unable to pay any dividend since 1930. The 
Mercurbank, which was reorganised a few years ago, has 
made noteworthy progress since. Its volume of business 
has increased to such an extent that it had to engage 
new staff. 


RUMANIA 


The Governor of the National Bank of Rumania, 
M. Gregoire Dimitresco, has resigned his post. He stated 
that he resigned in order that the attacks directed against 
him should not have an adverse effect on the prestige of 
the National Bank. This refers to attacks made on the 
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Consult Burroughs! 


THE 
MACHINE ACCOUNTING 
EXPERTS 


On the mechanisation of any 
accounting work in any office — 


large or small 


Burroughs experts will study 
the work from the machine 
standpoint and submit detailed 
proposals — without expense or 


obligation of any kind 


Burroughs 


BURROUGHS ADDING MACHINE LIMITED 
CHESHAM HOUSE, 136 REGENT STREET, LONDON, W.1 


Telephone : Regent 7061 (Private Branch Exchange) Branches in principal cities 





| Burroughs manufacture a complete range of Accounting Machines, Adding 





Machines, Statistical Machines, Typewriter Bookkeeping Machines, Calcu- 
lating Machines, Cash Registering Machines, Electric Carriage Typewriters. 
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Governor in the Press, following arrests made in connec- 
tion with certain alleged illegal transfers of funds abroad. 
The former Governor has brought an action against 
those who have circulated alleged defamatory statements 
about him. 













Books 


GERMANY’S FOREIGN INDEBTEDNESS. By C. R. S§. 
HARRIS, under the auspices of the Royal Institute 
of International Affairs. (London, 1935: Oxford 
University Press. Price 5s. net.) 

BANKERS and business men owe a debt of gratitude to 
the Information Department of Chatham House for the 
highly valuable material they supply from time to time. 
This is the first occasion, however, on which the result 
of the research of the Information Department has been 
presented in book form. Although Mr. Harris is respon- 
sible for the text, the statistical material was provided by 
the Information Department. It is a pity that some of 
the tables are not more up-to-date, but even as it is the 
material is very useful for reference purposes. In his 
conclusions, the author states that the economic policy 
pursued by the German Government precludes _ the 
possibility of the payment of foreign debt. ‘“‘ So long 
as the German Government pursues the contradictory 
policy of attempting to maintain the gold parity of the 
mark while at the same time indulging in a programme 
of internal expansion, she will add to the difficulties of 
accumulating sufficient foreign exchange to meet the 
service of her debt.”’ The situation is presented in this 
sentence in a nutshell. Confronted with this fact, the 
author is right in denouncing the German Government 
for its cheap propaganda designed to identify foreign 
indebtedness with reparations and to throw odium on 
the foreigner who lent Germany money when she was in 


dire need. 





































PLEASURES OF PLANNING. By I. M. Horosin, M.P. 
(London, 1935: Macmillan & Co. Price 4s. 6d. 
net.) 

Mr. Horosin has a very low opinion of politicians, 
especially if they do not share his views. According to 
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him both Lancashire and South Wales have been ruined by 
politics. He is indignant about politicians trying to keep 
up the price of rubber, wheat, coffee, above cost of 
production. He blames the politicians for having spent 
more than they could get by taxing or borrowing during 
the war. (Presumably he would have preferred a German 
invasion.) The trag redy of Mr. Horobin is that he cannot 
make up his mind whether our world has been ruined by 
excessive political interference or whether we are really 
better off than we think. He notes with satisfaction 
that the depression in this country did not reduce the 
consumption of poorer classes by more than Io per cent. 
below the subsistence level, but wisely omits to add that 
but for unemployment benefits (another form of obnoxious 
political interference with business) the decline would 
have been much more pronounced. Mr. Horobin’s book 
is announced on the dust jacket as being “a witty and 
trenchant criticism of modern panaceas.”’ The reader 
will on the whole prefer his witticisms to his criticisms, 














PRINCIPLES OF ECONOMIC PLANNING. By G. D. H. Cote. 
(London, 1935: Macmillan & Co. Price 6s. net.) 
WHEN Mr. Cole says “ planning ”’ he means of course 
Socialist planning. He considers planning under capitalism 
a contradiction in terms. Notwithstanding his obvious 
bias, his book is a valuable contribution to the growing 
literature on economic planning. It contains valuable 
material on what has actually been done in this direction 
in industry and agriculture. He faces the problems of 
the future of foreign trade and foreign investment with a 
clarity that deserves recognition. On the other hand, 
when it comes to banking questions, he, like every other 
Socialist, loses his sense of realities, his sense of proportion 
and his sense of humour. 






A SocIALIst BUDGET. By COLIN CLARK. Issued by the 
New Fabian Research Bureau. (London, 1935: 
Victor Gollancz. Price 6d. net.) 

Mr. CLARK examines the possible changes that a 

Labour Government could bring about in the British 


budget. He bases his conclusions upon the figures of the 
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budget for 1935-1936. He realises that there is no chance 
of material reduction of either armament expenditure or 
the debt service for some time to come. It is on the 
revenue side he expects a Labour Government to provide 
the funds required for public works. The main source 
which is to provide the {150,000,000 required would be an 
increase of death duties on unearned capital. Although 
increased social services would absorb some £65,000,000, 
Mr. Clark is optimistic enough to expect that some 
{90,000,000 would be obtained through increases in 
revenue due to greater employment and through savings 
of unemployment benefit. Of the £150,000,000 of surplus, 
he proposes to use £50,000,000 for financing national 
development programmes, while £100,000,000 would be 
used for the extinction of bonds of nationalised industries. 


PUBLICATIONS RECEIVED. 

THE HIsTORY OF THE CANADIAN BANK OF COMMERCE. 
By A. St. L. Tricce. Vol. III. 1919-1930. 
(Toronto, 1934: The Canadian’ Bank of 
Commerce.) 


PAMPHLETS ON THE NEW Economics Nos. I0 to 17. 
(Published by Stanley Nott, Ltd. Price 6d. each.) 


The Scottish Widows’ Fund New 
Cornhill Building 


By Professor C. H. Reilly 
"Tce new building has been designed by Mr. Curtis 


Green, R.A., and the execution superintended by 

him and his partners. It is an extraordinarily elegant 
building full of the most refined detail. Its facade is a 
carefully balanced design, with the vertical subdivision 
into rusticated (grooved) architectural basement, then 
a tall intermediate portion where the columns or pil- 
asters sometimes were, and finally the attic storey, 
of an eighteenth century Palladian composition. More- 
over it has eighteenth century windows in that they are 
of the vertical proportions then favoured and are divided 
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into small panes each having a definite relation to the 
whole window. These small panes and their dividing 
bars give that richness to the window in contrast to the 
plain field of brick or stone, in this case very fine ashlar 
in Portland stone, which is such an attractive feature 
of eighteenth century houses. Further all the detail 
of the exterior and most of that of the interior is detail 
such as the eighteenth century loved, derived from 
classical sources via the Italian Renaissance. I doubt, too 
whether in any genuine eighteenth century building in 
the country it would be possible to find this detail used 
with such delicacy and elegance. Indeed, the whole 
building is like some ghost building of the ancien régime, 
more elegant than the most elegant reality ever was. 
: bag gos an Academician must be academic in his work, 
he would not be a member of the Royal Academy 
at all, and if by any strange chance some one with 
a more modern outlook were elected he would soon 
be so uncomfortable that, like Mr. Sickert or Mr. 
Stanley Spenser, he would jump at an opportunity to 
resign. I have no doubt, too, that the City of London 
prefers in its heart such old- fashioned buildings, that it 
really likes vertical windows and small panes even in its 
narrow streets, and that it would sooner have them, and 
all that they imply in historical association, than a 
frankly modern building serving as a simple machine for 
work and giving by its long horizontal windows of plate 
glass the utmost possible light to its rooms. I suppose it 
can only find the satisfying expression for its own import- 
ance in its own eyes in the make-believe this continued 
use and revival of a past style implies and that although 
the rest of the world is fast changing and new buildings 
everywhere else are becoming as practical and as stream- 
lined as the latest car. No. 52, Cornhill, a little higher 
up the street, is the only modern building in that sense 
in the City that I know, and though erected several years 
ago and would not now perhaps by some be called modern 
at all, it has had no imitators. If one may judge from 
the main City streets, largely rebuilt since the war, 
sentiment still reigns supreme in the heart of the world’s 
money market. Whether that makes for confidence I 
cannot tell. Certain it is that the Scottish Widows’ 
Fund and Life Assurance Society, more justified perhaps 
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than others by its strange name, is from its building as 
sentimental as any but in a more delicate, more charming, 
almost scented way. If Mr. Curtis Green, who could not 
for any client anywhere commit a vulgar building and 
who in this, his latest, seems to me to have refined 
and refined on the robust old classical tradition of the 
eighteenth century till it is but some faint shadow tracing 
an antique pattern on stone and concrete and no longer 
a reality, would lead the way by giving the refinement 
of which he is the master to some frankly practical 
modern structure, how happy we should all be. At 
present he is decorating office machines for daily work 
with century-old patterns when he might be the first to 
give them the elegance of the modern car. 

Toreturn to his actual building it will be noticed how, 
in order to obtain the symmetry his adopted style 
requires, he has had to balance an arched entry to a 
passage with the doorway on the other extremity of the 
front to the offices to let. It is very cleverly done, 
especially by the recessing of the two arches under a big 
moulding so that they should not compete too strongly 
with the central entrance, but this very necessity to 
balance two different things and make them seem alike 
is part of the penalty one has to pay for playing a 

game, and especially the eighteenth century game where 
symme try was considered all important. In contrast with 
these two arched entrances is the tall and elegant 
composition marking the owners’ entrance in the centre. 
This embraces the first floor window above, though 
whether that is to a special room or just one of the 
windows of an ordinary one is not in this game a matter 
of great concern. It is necessary to have a centre 
doorway of an elaborate nature, and this is one of the 
recognised eighteenth century ways of achieving it, a 
little more beautifully moulded than anyone but an 
Italian master could then have managed. 

Above the ground floor, there are the five storeys of 
plain windows with no mouldings round them like this 
special central one has and even with no sills to keep the 
rain from staining the stonework, as I notice it has already 
done higher up where the main cornice has been reduced 
to a mere band, a ghost of a cornice quite unable 
to protect the front. The windows, with their dividing 
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bars and the interesting arrangement of small thin 
attendant ones make a charming pattern over the plain 
stone wall, though what the little ones serve it is not 
easy to guess. They cannot all be lavatory windows, 
vet, if they are required to light the rooms, why should 
they be so narrow? No, they are just mere pattern, 
delightful pattern, and part of the game. So is all the 
top hamper; the pediment with the symbol of the widows 
-a very virile one, but then these are Scottish widows— 
the central window with a balcony for speech-making, 
the charming figures by another academician, Mr. W. 
McMillan, very stone- like and good in themselves and, 
I have no doubt if I clearly understood them, excelle ntly 
playing their part in the game, as probably do, too, the 
delightfully carved coats of arms held up, perhaps, for 
view from the street below. The central pediment 
at a guess does not represent or stop a sloping roof 
behind it, as such a feature was invented for. The upper 
balcony is not for speeches nor for any more romantic 
occasion, and the lower one with its stone balustrade I 
hazard has come about because the London Building 
Act requires that the building be set back at this level— 
a very excellent reason and one excellently turned to 
account as part of the game. 

The same sort of game is played with even greater 
refinement, if that is possible, in the interior. Look, for 
instance, at the pair of pilasters which decorate the broad 
faces of the piers in the main ground floor hall. Did 
one ever see such long thin ghosts of pilasters, not half 
an inch thick? There they are, too, disappearing into 
the polished stone of the walls. The other decorations, in 
veneered and banded woods to the counter fronts and 
doors, the plaster mouldings to the frieze and ceiling have, 
indeed, difficulty in living up to such shyness. It all 
seems to me quite beautiful but nevertheless the dying 
ghost of a dying style. No further reduction, no further 
simplication of the old classical motives is possible. 
Anything more and the work would cease to be academic 
at all, and where would the poor architect be then? He 
could hardly remain in the Royal Academy. If only he 
would free himself of that and all it implies in archi- 
tecture as in the other arts he might become a real 
leader. But would the City want him then? 
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